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To 

PRAKASH 


You may break the rose—distilled vase if you mil ; 
But the scent of the rose will hang round still. 




On Industry depends the immediate and ultimate Man. of any 
country Governments may propose or oppos.t.oo parties d.spose , 
Finance ministers, bankers and speculators may juggle with^ figure 

or fancies 1 political parties may try to .n,ect P^l. 
in individuals or in the mass of electorates bo .u th end a 
country's strength will be founded essentially on the stability o 
industrial structure which is an inter-weaving of countless°°“J 
and controversial prob.ems-problems which everybody has « 
whether he understands them or not, knows them or | 

body, therefore, whether he be a student or a teacher ^ employer 
or an employee, a businessman or a clergyman ough to listen to the 

economist who introduces industrial ^ oUimed 

m the sir chapters ^‘'“^^^"red to explain and 

iirrr,r^, ^ 

and the main movements within the industrial field, with »r ,cu 
reference to India, which arc distinctive of the middle twentieth 

° en M; y opening chapter offers chiefly, though necessarily, brief hut 

nevertheless informative surveys of some of the t0US . 

Problems o, India. India is suffering to-day from severe and cr ons 

industrial malaise ; and though there are signs of 

i . . Q i Q nnfi of exhaustion and of runuiDb down. 

r-ri» -- 

in the field and the partition of the nountry ...to two parts and 
division of the world into two groups, with Ind.a stand,ng .n the 

middle, either against both or in favour of both, 

problems and disclosed new ones in matters of m , 
““naiisation of Industries is a problem of vexed controversy and 
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in ohapter II I have examined its proa and eons. Even if one admits 
the inroads and piracy of private enterprise one cannot shut one’s 
eyes from the records of laudable services rendered by them for 
industrial development; and considering our present economio 
set-up and circumstances it can well be said that total nationalisation 
at a stroke would bring more harm than good. Though the general 
presumption that eaoh further step in the repression of individual 
enterprise or in the extension of state control sets diminution in 
individual activity or relaxation of efforts for self-assertion is wrong 
but on other weightier grounds nationalisation must proceed 
gradually. A picture of total nationalisation, which is to be likened 
to the picture of a man, should consist in a progressive evolution 
of private enterprise to total nationalisation through a partial 
nationalisation stage. For the time being partial nationalisation 
accompanied by restrictive legislations for the oontrol of private 
industries is the only feasible proposition. To the question how long 
and how rapidly may this expansion of oomplete collective control 
proceed no more definite answer is possible than this, that as and 
when such restrictive enactments or partial control are insufficient 
to socuro the social interest and as our economic structure improves, 
larger and larger industries will pass into conditions of complete 
state oontrol. 

The foregoing discussion is followed by a survey of the industrial 
Polioy of the Government of India since 1945 in ohapter III with an 
opinion that Industrial Policy of April, 1948 of the Government 
of India fulfils all the norms of a proper nationalisation prinoiple and 
can well bo called an Industrial Charter. 

The present industrial units embody a waste of economio mal¬ 
adjustment and an unscientific application of productive foroes at 
different points of industry and means a diminution of output and 
results. We are now beginning to recognise that a scientifically 
managed industry must of necessity mean more than a business in 
the profit sense. But there is no remedy for this low gear operation 
of the industrial units than a proper rationalisation scheme in 
industries. Rationalisation, therefore, has become a fundamental 
problem and is coming to achieve recognition as an economic 
necessity for most of mankind, not to speak of industries alone. Even 
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Russia, abolishing •‘business", is reeognising the principle of 
Stakhanovism. Chapter IV examines rationalisation problem from the 
varions points of view-ite necessity, its kind, its difBcult.es, Us utill 
ties and then Snally the Govt’s policy towards it with perspective 

examination. _ . . • „ 

The theory of rugged individualism embodied in the La.ssez-fa.re 

doctrine of Adam Smith, propounded in 1776, has drowned all noble 

considerations for humaoiem in business and industries .u.the my 

waters of egotistical calculations and accounts for all the ills whi 

mar the human growth and health. By playing on the most sordi 
passions and instincts of human beings, workers have been turned into 
mere appendages of machines and consumers into urn ca ® 
driven, diverted and goaded on to the path of a dehumanised butcher- 
house. Alter several centuries of error the ultimate stark truth ha 
got to be voiced that Humanisation of Industry is a problem, wh.ei 
warrants immediate attention. Chapter V, therefore, has been posed 
and presented as a discussion on the suggestion for human.sat.cn o 
industries from several important points, though not all. 

The whole industrial world has now reached the Great D.vid 
where it is to be decided whether capital should continue command¬ 
ing and controlling the productive processes as it has been doing or 
ages long or there should be seme other method oi Industrie control 
My concluding chapter on Industrial Control is a treatment of h,s 
controversial issue. Considering the evils of the acquisitive 
character of the capitalistic control of industries nationalisation ha 
been advocated as a possible remedy. Besides, as a measure of socia 
reorganisation in industry we hear the cry of the socialists » the 

workers'colony and corner that “it is the worker qua worker wh 

must rule the iodustry-a theory of workman e socialism and de 
from Marxiem, But I have tried to ehow that nationalisation is no. 
without its accompanying drawbacks particularly here in India, am 
the theory of workers’ control in industry is founded on the incorrect 
or at least incomplete aeeumptione of Marx about his labour theory 
value and it wonid only pave the way for an autocracy of work 
whose whole history is replete with instances to prove that they are 
completely unattached to consumers’ interest. Despite extenuat.n 
sentimental elogane their taetice in industries are ambitious for 
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ownsevlea and their unrelated behaviour with consumers can hardly 
be explained in terms of the general welfare of the masses. The con¬ 
sumers' world beooming aware of the protean manoeuverings of the 
workers’ movement does not believe that the consumers’ interest can 
be safe at all in any system of industrial control in which labour is on 
the saddle. It has been my opinion that under the present economic 
condition of India we should frankly reoognise the basic faot that 
society, whioh has the greatest interest in industry, consists of different 
economic or social groups, and so long as this condition of sooiety 
lasts in a country, every government or oontrol of its industry must 
express the relative importance and interest of the different groupB. 
The Government of industry cannot be safe, satisfactory and surviving 
if either labour, or capital or consumer or the state itself wants to have 
the whole controlling power in its own hands. The industrial Bystem 
is not so much a system of causation as a system of mutual economic 
determination and dependence. For a proper and peaoeful system of 
industrial control, therefore, all the four elements of industry -labour, 
capital, consumer and the state should be represented according to- 
their relative importance and should work together in a definite posi¬ 
tion of equilibrium in an hierarchical obambor or Boards of oontrol 
for Industries built up from local, regional and upward by means of 
direct and indiroot elections in the associations of the different indus¬ 
trial elements. This whole soheme of industrial democracy, as I may 
call this 6oheme of industrial control, detailed inside Chapter VI has 
been shown to be based on the principle of mutual determination in 
general equilibrium as well as on the theory of solidarism of the 
Frenob economists which found great admiration from Vinet, the 
protestant theologian of Lausanne. But considering that the stake of 
the consumers is greatest in iudustry I have emphasised what Bastiat 
had said on his death-bed that “We must learn to look at everything 
from the point of view of consumers”. The consumer is the king in 
the economio realm and therefore ho is entitled to greater privileges 
and powers in the system of industrial control. As things are at 
present, capital will have a soparate representation but in the long 
run it may happen that the consumers and the workers will own the 
shares of industries and capital will have no separate plaoe. 

This is all about the subjeot but I would be failing in my duty 
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in the manuscripts. Asha, my wi e, and suf{e riDgs 

say that she is a sorrow-cure in ra> life of en I 

and without ho, therefore, I would not have been ab.e to 

W “Ta m inscribing this booh to Prahash-a posthumous nanre l am 

giviog r - 

the inner heart. But alas 1 suggestions for 

Lastly I will be thankful to my readme for then ** 

improvements they may make to me. 

U. P. v. 

Department of Commerce, 

R. D, & D. J. College, Mongbyr. 

HOLI FESTIVAL. 1952. 
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FOREWORD 


(By Dr. Biman Behari Majumdar, M.A., P.R.S., PH D.) 


Principal , H. D. Jain College, Arrab, 

& 

President, All India Political Science Congress 


Industrial problems in the modern world are as varied and 
.-complex in nature as they are far-reaohing in their repuroussions on 
-the social, political and cultural life of the community. Maintenance 
of a deoent standard of life, satisfactory working of democratic princi¬ 
ples in government and the promotion of cultural values depend, to a 
large extent, on the pattern of industrial development in a country. 
That an industrially backward state cannot provide all possible faci¬ 
lities for enriching the personality of its oitizens is admitted by all 
social thinkers. But there is a sharp cleavage of opinion regarding 
the respective merits of industrial development under the aegis of 


private enterprise, state leadership in planning with freedom left to 
individuals in executing the plan, and ownership and control of 
industries by the state. 

As early as 1864 Proudhon showed how under freedom of enter¬ 
prise, competition destroys competition and leaves the field to a few 
large-soale undertakings to enjoy a monopoly. In the United States, 
the bastion of free enterprise to-day the Du Ponts, the Rookfellers and 
the Mellons direotly or indirectly control 16 of the biggest corpora¬ 


tions possessing aggregate assets of over 8 billion dollars. It has been 
calculated by the Federal Govorument that four leading companies 
controlled over half the production of 68 per cent of all products in the 
food group ; 62 per cent of all items in the forest, paper and patroleum 
group ; and 96 per cent of the total number of products in the rubber 
and machinery groups. In a much smaller form a similar tendency 
towards concentration of industrial power is visible in India. Dr. M. 
M. Mehta of the Allahabad University has oollooted, in a recent 
monograph interesting data showing how nine families-the Birlas, 
Dalmias, Singhauias, Buias, Goenkas, Poddars, Bangurs, Zatias and 
Thapers hold among themselves directorship of 600 large companies 
and how the Birlas and Buias possess extensive interests in the ootton 
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industry, Dalmias in the Cement and sugar industries, Thapers in the 
ooal and sugar industry, and Bangurs and Goenkas in the Investment 
eompanies. 

In the text books of Economics of free enterprise it is customary 
to desoribe the consumer as king. It would probably be more realistic 
to compare him with a constitutional king, who is constitutionally 
bound to sign his own death warrant, if the cabinet of his ministers 
advises him to do so. It is not rare to find the financial and indus¬ 
trial oligopoly determining the quantity and quality of the products 
offered for the consumer and the poor constitutional king being oom 
polled either to pay the price which is much above the cost of produc¬ 
tion or to go without commodities which are essential for his well¬ 
being. Monopoly gives rise to plutocracy which tries to control the 
press directly by purchasing the proprietory rights of the most influen¬ 
tial newspapers and indirectly by distributing patronage in the shape 
of advertisements. It makes a bid for dominating parliament by 
winning over the influential members of the majority party and does 
not desist from offorte at corrupting the administrators. If not res¬ 
trained by the powers of the State, it will become almost a stato 
within the state. 

But intervention of the state in industrial production is also not 
free from difficulties. The issuing of regulations or prohibitions, fixing 
of prices or produotion quotas, imposition of tariffs or granting of 
subsidies produce a feeling of insecurity, helplessness and moral 
degradation amongst producers. The talented Italian Economist 
Bresoiani Turroni, has pointed out that in suoh an atmosphere “a good 
businessman does not take long to recognize that the suocess of his 
business no longer depends on his personal efforts and his personal 
abilities but on tho hazards of obtaining a lioence, or whatever it is 
he requires from the appropriate government department. Tho un¬ 
favourable moral consequences are easy to imagine. Corruption 
inevitably developes amongst government officials and employees. 
Entrepreneurs find themselves compelled—as the President of tho 
Italian Association of Industrialists recently publicly complained—to 
spend the greator part of their time not in their offioes and factories 
but in the ante-room of tho various ministers, and in ordor to got 


( xiv ) 

■what they require they have to adopt tactioe which they find highly 
disagreeable.’' 

The third alternative, the nationalisation of all large soale 
enterprises will introduce an era of such regimentation of life as is 
hardly compatible with the principles of individual liberty which we 
have come to regard as of much greater value than mere material 
comforts. Moreover, whatever might be the possibilities of complete 
control of industries by the government in other countries, in India 
the machinery of the state is not developed enough to undertake 
direct industrial production simultaneously in all sectors of national 
economy. Mr. A. D. Gorwaler has advocated, and the Government 
have accepted the jointstock form of management of important 
state enterprises, like the Sindri Fertiliser Factory. 

An analytical study of the most important Industrial problems 
confronting the world and especially our oountry has been made by 
Prof. U. P. Yerma in this book. Tbo writer is the Head of the 
Department of Commerce in the R D. & D. J. College, Monghyr and 
has got considerable experience of the difficulties which the young 
college students find in grasping the complexities of industrial prob- 
r lems. Evidence of clear thinking, lucid exposition, freshness of 
views and assimilation of wide range of data are notioeable in every 
chapter of the book. One may not agree with all his views or accept 
the solution offered by him, but even the moBt critioal reader will 
admit that the study is an unbiased and scholarly presentation of 
some of the most intricate problems of the modern world. 

This thought—provoking analysis shows that liberty of the in¬ 
dividual may be endangered by what has been termed the ourious bed- 
fellowship of wealth and democracy. In ancient Tudia a synthesis 
was sought to be established between liberty and equality through tbe 
Yarnashrama Dharma. The liberty of the individual was restricted 
so far as the choioo of certain professions was concerned, but each and 
every person was at liberty to follow the professions prescribed by the 
Dharma of his own Varna and had not to submit himself to the dic¬ 
tates either of the managerial class or the planning Authority, nor had 
he to run to the local officers for securing trade licence or ration card. 
There were also the limitations of the Kula Dharma, Jati Dharma, 


Sangha Dharma and Desha Dharma, bnt these were meant for mail- 
mising or assuring freedoms, whioh otherwise might have been impro¬ 
perly interfered with. A decentralised democratic social polity was 
stabilised through the abstention of central government from inter¬ 
ference with the spheres of activities of Gens, caste. Guild and 
Region, It might be objected that the Varnashrama arrangement 
coerced men into the right paths of behaviour, as determined by 
traditional values. But as compulsion was rather ethical than legal 
in character and as it was enforced by autonomous groups of which 
the individual was a participating member, the coercion was nothing 

bat a form of self-restraint. 


Bimanbehari Majumdar 

16. 4. 62. 
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CHAPTER I 

OUR INDUSTRIAL MALAISE 

The scope for economio development m India a ° d 

stimulus of suoh development to an all-roun proBp |V • b in raw 

are tremendous. India is proverbially rich in 

A General materials and our natural wealt as 

Survey talk of the world for a pretty long time. 

vast potential resources that can yield all the powe 

that we would need. Thus while on ^ ^ CZ. 

appears to be favourable there has been, with the dawn ^ 

the aeceleration of the demand on the ot er an ^ om0 per 

standard of living of the people by inoreas.ng the an c <. r 

capita through industrial e.pansion ana Paper y. u 

annual income is est.mated to be about Es_6W V ^ ^ ^ 

nothing when compared with^ ° our country may 

Rs 1400 /* per head ( pre-war 6gure ). L , f Uvin^ of 

be self-sufficient as far as possibie and that ‘ *'”^ 

the common man may he raised there J Russia, 

Planned programme of i— ^ ^ ftgteed , for 

should be adopted. I . .u a way as to 

and has been maMng 

<— — 9 fo ’ 
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each man to engage himself in the eoonomio aotivity to which he 
is best adapted. Industrialisation, furthermore, will strengthen 
the eoonomio structure of our country which in modern times is so 
important for national defence.^) 

[Happily enongh there is no dearth of any of the essential pre¬ 
requisites for industrial development : infinite natural resources ; 
vast man-power ; and much of progressive ideas. And yet, para¬ 
doxically enough, India is far behind its confreres in industrial 
development, and if any thing, has been outmarched in the industrial 
field by less fortunate and less naturally favoured countries.} 

(jndia is faoing to-day a crisis of industrial production and the 

general picture presented is one of exhaustion and running down of our 

_ , , , , industrial and eoonomio machinery. [With the dawn 

Industrial plans 

and the promised of freedom industrialisation of the country has assum- 
future great importance and in order to aohieve a speedy 

development of Indian industries ambitious development programmes 


have been launched ; and it is hoped that these will inorease the 
production of consumers’ goods and food. There is a general feeling 
that a planned programme of development, similar to that of Russia’s 
five year plans, should be adopted to mould the eoonomio and indus¬ 
trial destiny of the country.^ There are thus the Bombay Plan, the 
People’s Plan, the Gandhian Plan and the Reconstruction Plan of 
Sir Yisveswaraya. The subject of a planned development of Indian 
industries has also been under the close examination of the National 
Planning Committee set up by the Indian National Congress. 


[There have been, thus, a number of plans proposed for India’s 
industrial and economio development and the best known and from 
whioh other such plans have stemmed iB the so-called Bombay Plan 
which relates to undivided India. The objective of this plan is to 
inorease the national inoome three-fold during an initial period of 
16 years. But considering the present rate of inorease in the popula¬ 
tion of our country this would mean only a two-fold increase in the 
standard of our living. In other words, it would mean on the aver¬ 
age an inorease of about 7 per cent a year in the living standard or 
per oapita inoome. According to the plan the total investment 
required for such an industrial expansion is about Rs. 10,000 crores 
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( pre-war rupees ) of which the equivalent of about Bs. 2600 crores 
would be required from abroad and the rest i. e. about * of the total 
would be obtained from the country itself from savings and . created 
money". This is in short the bright Bombay Plan for India s indus¬ 
trial future and there are people who are very optimistic about the 
days that are to come. But a close and critical examination of all the 
minute details of our industrial held presents a picture of industrial 
malaise which makes us soeptioal about the promised future. 


(The promised future of the industrialisation, according to the Plan. 
U is a happy spectacle but such an industrialisation 

Difficulties. woQld firgtly re q U i r e the essential capital goods. This 

brings us to the question as to whether India has the capacity 

to supply from its own resources the capital goods 
TL . f required in the early stages of a programme of indus- 
c a pita 1* good* trialisation.' } The capital goods require labour for 

their production and the labourers who are engaged 
in the production of machineries for manufacturing purposes are not 
able, while so occupied, to produce consumers’ goods either for them 
selves or for others unless there is available excess labour, including 
skilled and semi-skilled workers from which workers for the pro no¬ 
tion of machinery for manufacturing enterprises can be obtained the 
capital goods required for industrialisation can be obtained only by 
encroaching upon the labour force engaged Jh the production o 
consumers’ goods and thereby minimising the production o 
food clothing and shelter. Such a production of the capital goods 
then would mean a decrease in the production and supply of 
consumers’ goods in relation to the demand for them. Such a system 
of production and effort for industrialisation would be refiecte 
thereby in higher prices of the necessaries of life. 


Since it is undoubtfully definite that India has not a surplus of 
skilled and semi-skilled workers which can bo spared for the manu¬ 
facture of capital goods industrialisation means, at least in the 
initial years, a shrinkage in the supply of consumers goods and. 
therefore, a depression in the existing standard of living. There is 
yet another alternative about it i that instead of attempting to 
supply capital goods from our own resources, and about which ero 
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is the danger and difficulty, we oan depend upon other countries for 
such supply of capital goods for our industrialisation. 

Scanning the probable sources of supply of theBe capital goods 
it, however; becomes clear that the prospeots of getting these oapital 
goods from the U.S.A. are bleak. The exports from the U. S. A. are 
strictly controlled and so far as India is concerned such exports are 
all the more limited by the dollar shortage. Belgium is another 
probable source of supply and much hope can be pinned for the 
supply of capital goods from this country as Belgium’s exporting 
capaoity is fast recovering with its production of iron, steel and 
machinery. But it should be soberly realised that Belgium will 
be willing to supply the capital goods to such countries as would 
offer in exchange convertible currency or raw materials like jute, 
cotton, and base metals—none of which India oan spare in sufficient 
quantities. France and Switzerland are other countries which can 
deliver the capital goods; but supply of machineries from these 
countries are subject to similar limitations. Britain remains the 
only oountry, therefore, from which we can secure the supply of 
these capital goods and the general feeling is that the industrial 
technique developed in India in generations of dose and intimate 
contact with the British Engineering industry is so firmly established 
that it will not be dislodged by their unwillingness to supply capital 
goods requirement© of India. Besides this it is said that the British 
engineering establishments are determined to hold on to their Indian 
trade and they do not like to turn down any order from India for the 
supply of capital goods. The argument advanced is quite plausible 
and, to a large extent, true also but much depends on the British 
Government’s attitude. Traditionally shrewd and diplomat as the 
British nation is, the British official export polioy is not easily defined 
and the British Government certainly not follows any hard and fast 
rules ; but moro or less it is governed by the hard faot of Britain’s 
balance of payments position. There is still a wide gap between 
Britain’s imports and exports in its aooounts with hard ourrenoy 
countries and they like to close this gap as soon as possible. Thus 
with the dominant problem, of the British Government, of balancing 
international payments, the direction in which Britain sends its 
capital goods is quite clear. In the matter of exports of oapital 



g 

OTJR INDUSTRIAL MALAISE 

, • „;n {navitablv CO on hard currenoy countries 

goodB British emphasis will » * rc0 ev6rywher0 an a, 

markets. Machineries and steel particularly to 

therefore, these are Britain s mos va have 

- ^ —“ r ^ ood and materials 

Z7m> it" -ely. Canada, Argentina and 
Tb s A -the last country's share of Britain's exports of 

-r-SK -- 

Z Sircountry ^ — £ 

willing to supply , n th0 lut of Brit aiu's preference 

7eCrt n markets are countries like Be.gium, Brazil Portugal 
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To these co-tries is not expressed in the form of official alloca ions 
but considerable influence is exercised - this matter through^he 

enbtle procedu™ of ^ any bright prospect of 
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initiative and enterprise the capital goods and capital equipments 
have got to be provided. Even if it is decided to encourage cottage 
industries in place of other industries, tools and plants will remain 
to be required and for the production of these tools and plants capital 
ZZL is very necessary. It has been estimated that India requir 
capital equipments consisting of heavy machinery and plant alone 

of about Rs. 236 crores for the period of five years ending in 1953. 

But a survey of the foreign sources of supply of these cap. al goods 
has shown how dark is the prospect of getting ‘"css supplies rom 
abroad-be it the U. 8 A., 0- K„ France, Belgium or Switzerland^ In 

India itself one cannot hope to manufacture the . 

goods and capital equipment necessary for industrialisation. Al houg 
heavy engineering industry has been in existence here for more 
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than a century no substantial progress has been made in the direction 
of manufacture of heavy machineries required by the various indus¬ 
tries set up or to be set up in India. Most of the engineering 
concerns have so far been mainly equipped for and interested in 
structural and repair works. Though it is admitted that some 
developments have been made in reoent times in our engineering 
industries and certain parts of sugar mills and a substantial portion 
of the machinery required for oement factories as well as some simple 
equipments like filter frames, tanks, kettles and screens are manu¬ 
factured by some of our engineering concerns but in the manufac¬ 
ture of these equipments the parts whioh involve precision work and 
complicated engineering technique of production are invariably 
imported. Besides, for the maintenance of high quality machinery 
set up in the various industries it is neoessary that there should be 
a well developed machine tool industry. Although in India a machine 
tool industry has developed during the last war and there has been 
further advance in it after that, the actual manufacture is still 
restricted to comparatively simpler types like small and medium 
size lathes, drilling machines etc. 

What is another setbaok in the manufacture of p’ant and machi¬ 
nery in India is that the manufacture of these industrial machinery 

requires proper designing facilities. But at the 
present stage of our industrial development the 
art of designing has not reached the same level 
as production. The development of first olass 
designs and designing facilities in the industrially 
advanoed countries like the U. K., U. 8. A. etc. are the outoome of 
nearly a century’s intensive technological reasearch sand progress. 
In India, therefore, it will take a long time before she can be able 
to develop her production on a commercial basis. 

Industrialisation requires the adequate supply of raw-materials, 
(india is said to be possessing inherent potentialities for the supply of 

, , raw materials and the belief is not wholly un- 

I he question of 

raw materials founded. But there are certain basio raw-materials 
a mnn™facture? r ^kich are required for the manufacture of the various 

machines, tools and plants. These materials required 
are mainly iron and steel, alloy steels and non-ferrous alloys* 


The inadequacy 
of designing 
facilities. 
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handicaps affeoting iron and steel production which ultimately 
retards our efforts for indutrial progress. For the production of 
highly stressed machine parts for our industrial set-up and for suoh 
industrial works where resistance to errosion is particularly nece- 
SBary alloy-Bteels are badly required. Though suoh alloy-steels are 
now manufactured in India but the production of such alloy-steels 
are made in very limited quantities which are not sufficient for the 
industries in India. The alloying elements required for the manu¬ 
facture of suoh alloy-steels are mainly manganese, copper, silicon, 
nickel, chromium, molybdenum, vanadium, tungston etc. and most of 
these alloying elements are not manufactured here and we have, 
during the present times, to depend upon foreign countries. Besides, 
for the manufacture of various oapital equipments, common non- 
ferrous alloys like brass, bronze, white metals, and allmunium alloys 
are required. These non-ferrous alloys are mainly necessary for the 
manufacture of equipments like tubes, bearings, fittings and instru¬ 
ments. In the chemical industries where ordinary steels are not 
suitable these non-ferrous alloys are badly necessary. The production 
of these non-ferrous alloys is restricted to a few concerns and a 
couple of ordinance factories and a greater part of these highly 
neoessary metals are imported. Existence of iron and steel foundries, 
forging, welding, die-casting, punching eto., are the various technical 
processes involved in the manufacture and maintenance of oapital 
equipments. Although India can boast of several iron foundries 
very few of them are suoh as can be said to be well organised on 
modern lines of industrial efficiency. It is said that most of these 
foundries, distributed throughout India, have small size oupolas 
and there is a great amount of sand contamination. Except in a 
very few iron and steel foundries there is absolutely no sand 
conditioning system. What is another great drawbaok in our 
foundries is that except in very rare cases there is no meohanical equip¬ 
ment generally in use for the proper cleaning of the casting. The manu¬ 
facture of steel casting is a complicated technical process involving 
the use of speoial technical equipment and metallurgical control. 
Though there are few steel foundries like Tata Iron and Steel Co. Ltd. 
the Steel Corporation of Bengal, Mysore Iron and Steel Works and 
few others which are equipped for suoh teohnioal works there is 
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much yet left out that remains to be done on the -etaUurgical eiae 
regarding the control in melting and pouring and the employ ment 
of conditioning equipment. Machinery manufacture is thus gr Y 
hampered. Machineries employed in the industrial produc u have 
to undergo high stresses in their parts and >t ts therefore » 
necessary that rolled or forged steel should be employed or sue 
machinery manufacture. Alongside w.th the fou “ dry 
another quite necessary condition for the expansion * “ " 
manufacture for industrial works is the proper expansion« 
or rolling industry. Leaving aside a few ordinance «»“ 
few other private firms there is no organised forging ' ndn6 ‘ ry 
India. There is thus a definite handicap for the es abhsbment 
growth and expansion of the machinery industry in India which in 
L own turn is a great block on the road to industr.ai expansion 

of the oountry. 

A satisfactory suppiy of heavy chemicals is vital to 

ment and consequent progress of a wide range of >nd»s eI Y 

country. In India the chemical production very 

— rr ssriii.” t: vr 
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industries has now been ourtailea Dy f 

and there is now a cautious approach and opinion about it. 

Production of sulphuric acid and otherby-products are greatly 
demanded by Indiras, ’therefore, encouraged 

r: “rtrr s, rrssni- 

acids are generally intermittent For feed n« ^ ^ ^ 

tanneries the manufacture of sodium P develop 

no unit, established for their production, has been able to develop 

in eucb a way a, to bring about the concentration of productions 
and which, from the industrial point, can be regarded as econo 
units. The manufacture of ohemicals like sulphuric aci , ^ ^ 

thiosulphate, sodium sulphite and other by-pro nc 8 * r u a 

good position but as a matter of fact they arc »£*»«“ 
in the shelter which the freight and transport difficulties 
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revenue duties imposed on imports of sulphuric acid and other by¬ 
products are providing. India is not yet well placed for the manu¬ 
facture of cheap ohemicals There is not a single chemical indus¬ 
trial set-up the location of which oould have been viewed without 
doubts and misgivings. Their looation is suoh as entails long rail- 
hauls of the necessary raw materials and fuel, long return journeys 
for finished products, production on an uneconomic level. The 
principal chemical user industries like the textiles, leather, oil, fats, 
soaps and paper industry are greatly concerned with the develop¬ 
ment of chemioal industries and the slackness, the setbacks and 
the pitfalls in the chemical industries are a cause of industrial 
malaise as a whole. 

For the proper establishment, growth and working of industries 
an army of scientists, engineers, artisans and technicians are needed 

both to man the factories and keep them running 
The problem a t the desired level. Russia, America, Great Britan 
°pefsonneL are industrially developed countries and all of 

them have a huge army of engineers and technical 
personnel for their industrial establishments. In Russia there are 
more than 300,000 engineers and if in India industrial developments 
are to assume any such proportions as in other industrially developed 
countries it is very necessary to considerably increase the number of 
technical personnel of all types. It is admitted that the importance 
of this important faot has attracted the attention of all concerned and 
the urgent necessity of increasing the facilities for technical training 
has been rightly stressed. At the instance of the late Planning and 
Development Department and the Council of Soientitie and Industrial 
Research the Ministry of Education, some years ago, appointed the 
Scientific Manpower Committee (a) to assess the requirements for 
different grades of scientific and technical manpower, of the needs of 
the Government, of teaching and research and of industry, agriculture, 
transport etc. and (b) to make recommendation regarding action to be 
taken to meet these requirements. The urgency has been realised, 
the ball has been set rolling to reach the goal point but little has 
been aohieved and technical manpower is one of the gravest problems 
with which India is faced at present and a deep probing into the 
matter leaves a gloomy impression. In 1946 the Manpower 
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Committee reported that India'e requirements of technical Penonnal 
for industry, transport and government works oomes to about 30,0 
senior grade personnel and 32,000 junior grade personnel for the next 
10 years. Though it is agreeable that the figure indicated by 
the Committee is an over-estimate now as some of the industries 
then envisaged to be established, have been abandoned on account 
of financial implications but the committee’s report certainly gives 
an idea about the magnitude of the demand for technical per¬ 
sonnel for industrial development. In August, 1950 Mr. N. R. 
Sarkar, Finance Minister, West Bengal, observed that technical 
students receiving technical education in all the institution in 
India numbered only 7700 ; and in the same year (1950), a few 
months earlier to Mr. Barkar’s observation, the Vice-Chancellor 
of Banaras University had estimated that 64*8/ 0 students receiving 
technical education fail in their examinations. When the magni¬ 
tude of demand for technical personnel is looked side by side 
with the disclosures of Shri Sarkar and the Vice-Chancellor of 
Banaras University it becomes abundantly clear that India is 
lamentably far behind anything satisfactory in matters of technical 
personnel. India has been divided into four regions, each entrusted 
with the task of making provision for technical education. In 
West Bengal, being one of suoh regions, the Indian Institute of 
Technology at Kharagpur is beginning to do some thing for the 
training of technical personnel and it is said that very shortly the 
Institute of Technology at Kharagpur will begin to work with 240 
undergraduates and 60 post-graduates and it is envisaged that a full- 
construction schedule will be completed by 1953. But the other 
three remaining regions have practically done nothing. Bombay 
the other region has merely seleoted a provisional site and the other 
two have not done anything more. The genesis of short-applies of able 
and efficient engineers to man the industries is to be seen in the 
academic inefficiency of the Indian Universities in the engineering 
branch, as in many others. Mr. N. R. Sarkar while speaking at 
the Gth session of the All India Counoil for Technical Education, 
in January, 1951 remarked that “the engineering faculties of some 
of the Universities are the weakest link in the chain.” In a subjeot 
like engineering, as also commerce, aoademic qualifications and 
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degrees are of small value unless acoompanied by practical experience 
in works and establishments run on strictly business lineB. An 
overall examination of the various facts and figures indicates a 
bewildering lack of qualified men able to handle and maintain even 
simple machinery because of the lack of proper practical experience. 
It has been found that the different engineering firms and workshops 
are reluotant to undertake the practical training of the average 
academic qualified men because of their low standard. Unless the 
whole question of engineering and technical education is reviewed 
and reorganised on soientifio and practical lines there will be, as it is 
to-day, a notorious lack of able engineers, technicians and artisans 
to run the industry. 


For a proper and well co-ordinated development of industries in 
any oountry chemioal and engineering industries are universally 
recognised as the starting points in every oountry. The Industrial 
Revolution in England during the 18th century was possible largely 
because of the ohemical and engineering developments in that 
country. Industrial development in India has been strange in 
the sense that the establishment of every industry has been much 
before the beginning of the chemical and engineering industries. 
“Indian industrialism actually began its onward march with its tail 
-end in fronts” and this has resulted in the weakness of the whole 
structure. This freakish developmental error accounts for the low 
production rate in every industry established in India. 

The most important setback, however, to Indian industries is 
from the point of view of their capital requirements and the question 

of their provision. In India the question of capital 
The^b^ of j 8 very acute in the sense that here the problem is 

not limited to the provision of longterm capital 
alone but there is an equal inadequacy and trouble in getting the 
working capital as well. The first thing that strikes one in this 
connection is that there is the lack of a well developed investing class 
of people in India and those that are there in the field are prover¬ 
bially shy. As India had no vigorous industrial system during the laBt 
few generations these investing publio, those few that are available, 
have not the same boldness and venturesomeness that is acquired 
by living under the rub of industrial and business enterprises. They 
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are, thus, reluctant to make direct investments in industries. The 
majority of the capital owning class, therefore, favour land, because 
of being very familiar to it, and Government eecunties, municipal 
and port trust loans. Headers will agree that the capital owning 
class is not restricted to a*y one locality-big towns ; rather some 
of them are also found in mofussil areas of small towns and villages. 
But the capital available in these mofussil areas are practically 
untapped for industrial ventures because of a total lack of any proper 
organisation of capital in these areas due to the absence of suitable 
banking facilities. Something has been done to eleminate this 

defect but much remains to be done. 

A. large part of the savings of the well-to-do agriculturists are 

even to-day looked in hoards, jwelleries and the purchase of lands 
and more lands. In big towns the position is much better because 
of the existence of banking facilities available for the public and 
the savers of capital are found to invest their savings in industrial 
and commercial undertakings. But even in these areas the situation 
cannot be called wholly satisfactory from the view point of indus¬ 
trial finance. Banking development in India came later than indus¬ 
trial development and, therefore, in many cases industry had to 
adopt its own method of financing without reference to the banking 
structure ; and this has been a very weak link in the whole chain of 
industrial finance. This later and slow development of banking in 
India brought managing agency system into prominence and made 
the cost of capital very high. Had there been a well-developed bank¬ 
ing organisation interest on capital needed for industry would have 
been much lower than what is paid to-day. This high cost of capital 
has not merely retarded the growth of industries in India but has also 
necessarily confined industrial activity only to such fields of produc¬ 
tion as are expeoted to yield very high profits ; industries expected 
to yield normal profits do not attract an investment. Lack of proper 
banking system in India throw the wholo burden of industrial finance 
upon a limited class of entrepreneurs, the managing agents, who have 
been unwilling to pioneer new enterprises whore the chances of very 
high profits are not very bright and they have been, therefore, 
content to proceed on well known safe lines. The Industrial commi¬ 
ssion has, therefore, very aptly reported that The investment of 
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•capital has been upon comparatively restricted lines. .. In the 

-opinion of several leading businessmen before the Indian Tariff Board 
10 to 15% on invested capital was the minimum return required to 
draw capital into new fields- Besides, since the burden of financing 
the industries has mainly been on a limited class of entrepreneurs, 
the managing agents, industries have been generally undercapitalised 
because their resources even when combined with those of friends 
•were insufficient for needs of the industries undertaken by them. Even 
in Bombay where there was no lack of capital resurces, it was revealed 
by the Bombay Mill Owners Association before the Indian Central 
Banking Enquiry Committee, the cotton industry was established with 
such an initial paid-up capital as was not always sufficient to pay for 
the block and was greatly inadequate for the working needs. In most 
cases, therefore, the concerns were undercapitalised . The system 
of undercapitalisation with the accompanying defects is more 
obviously revealed in the case of smaller enterprises of the major 
industries and the smaller or medium-sized business generally. The 
Indian section of Tea Industry in India has always been suffering 
from undercapitalisation. The Indian seotion of coal industry has 
had a similar tale. Undercapitalisation results in heavy borrowings 
later on and this combined with the heavy interest payments 
thereupon acts as a deterrent to the industrial growth. Newer 
enterprises like the soap industries, match industries etc. have been 
overtaken by similar misfortunes. 

Another inherent defect of our industrial financing is that there 
is little or no system of mortgage banking here which offers a 
useful means of supplying the smaller ooncerns with long-term 
capital. Had there been a well-developed system of industrial 
mortgages most of the smaller organised industries which has 
suffered on aooount of laok of capital would have enjoyed a better 
career of business. Unfortunately for industries the problem of 
raising capital for industries internally has been made difficult 
beoause of the Government of India being a serious rival in the 
Indian capital market sinoe 1920. The Government of India has raised 
loans at rates of interest which, however, justified from other points 
of view, have oertainly affected the industries very adversely. The 
high rate of interest ranging from 7 to 8%, which the industries 
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have had to pay on their debentures is the inevitable result of the 
high interest which the Government ba6 been prepared to pay for 
capital in the same market. Besides, the development of banking, 
in the big town areas, has been inelastic and unsuited for industrial 
development because they are modeled on English deposit banking 
lines. Working on deposit banking system they accept demand 
deposits and have, as suoh, demand liabilities and are, therefore, 
not equipped for providing long-term finance to industries. Further 
more the terms and conditions on which^these banks are ready to grant 
short-term finance to industries are rather a sort of discouragement 
to the industrial development. The banking Structureof India has the 
traditional practice of obtaining two signatures at the time of granting 
loans and their insistence on the necessity of the seoond signature from 
the managing agents only restricts the financial facilities offered 
to industries. "It is well known that banks at present are unwilling 
to advance moneys on the security of assets of a limited concern 
unless the same is backed by the persooal security of the agents 
themselves’’. 1 2 As no practical banker in India would be willing to 
make a departure from this established traditional banking practice, 
it is no use proposing an alternative system unless the whole 
organisation of commercial and banking credit is changed a In¬ 
fluenced by such a method of financing the industrial structure of 
India has entrenched the Managing Agency System as the very life 
and soul of every important industrial concern because it were the 
managing agents themselves and not the industries, as such, who 
established contact with the banking system. The link, therefore, 
between industries and banking organisation in India is therefore 
not direct but through an indirect channel of the managing agents. 
Such a system of bank-industry relationship has been unfortunate 
so far as the industrial development is concerned. The Imperial 
Bank, and those following the practice of this great bank, generally 
keep a margin of about 25 to 30 % or even more in providing loans to 
industries against the security of liquid assets. The actual amount of 

finance thus extended is generally far too small in relation to the 

*0 
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assets of the industries. Nest, the average bank rate for the finance- 
offered to industries, is very much higher in India than what is 
prevalent in England and Japan. All these are due to the faot that 
Indian banking system has a tradition to adhere to the orthodox 
commercial banking practice. The Exchange banks in India who 
carry on a very lucarative.. business in foreign exchange devoted all 
their eapital in it and they being foreign in management and capital 
are nob the least sympathetic to the problem of industrial develop¬ 
ment in India. The problem of capital for industries, furthermore, is 
peauliarly difficult here on aooount of there being no organised or 
specialised capital market. India has neither the Continental System 
of banking organisation nor does she possess the investment banks 
of the type as in the TJ. S, A. nor the issue houses like that of 
England. Underwriting firms like that of Western countries are 
peculiar by their absence here ; industries, therefore, are unable to 
have their shares and debentures so commonly underwritten as is 
done in the West. Contrary to the system generally prevalent in 
Western countries and Japan Insurance Companies in India generally 
avoid investing their surplus fund in industrial securities and are 
wedded to spending the bulk of their funds in Government and Semi- 
Governmont securities. By seetion 27 (1) of the Indian Insurance 
Act, 1938, Insurance Companies in India were compelled to invest 
55 % of their liabilities to life insurance polioy holders in Government 
and Government approved securities. It is thus established that we 
cannot be very optimistio about our own souree of capital supply for 
our industrial development. But aooording to the Bombay plan, for 
the industrialisation of India, the total investment required is set at 
about Rs. 10,000 orores (pre-war rupee) and it is further estimated 
in the plan that 3/4 of the amount would be obtained internally from 
savings and “oreated money”. 

In a very recently set up six year Colombo Plan for the co-ope¬ 
rative economio development in South and South-East Asia a scheme 

^ , of development for India has been designed “to improve the 

Colombo 

Plan &. the standard of living, to provide a minimum of sooial 
requirement S 0 I ^i ees an< ^ to supply sufficient capital and consumer 

goods." by promoting a full use of existing industrial 

equipment and enoouragemenb of other industries and agriculture. 
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“In framing the programme, a list of projects in progress or 
ready for execution, with a total cost of Be. 32.190 million was 
investigated. From these a careful selection was made _ of the 
most urgent projeots, estimated to cost Es. 18,400 million w 10 
in the opinion of the Government of India represent the “minimum of 

development necessary to achieve the objectives of the programme . 

The development for India as envisaged in the Colombo plan involves 
public investment of Be. 3.070 million per year as compared with 
the recent rate of Bs. 2.260 millions and a private investment of 
Bs. 2,600 millions as compared with the reoent rate of Rs. . 
million. It is further estimated according to the Plan that a tota 
internal finance of Es. 10,300 million would be available for develop¬ 
ment in the public sector during the period 1951-67 out of the 
revenues of the Central and State Governments as well as from the 
economies in publio expenditure and from a certain new forms of 
taxation and from a net borrowings of Rs. 2,400 millions from the 

publio. 

As in the Bombay Plan much hope has been pinned in the 
prospect of raising internal finance for the execution of the Colombo 
Plan too. Out of the estimated immediately necessary amount o 
Bs. 18,400 millions, for the execution of the plan, more than ha , 
i.e. Rs. 10,300 is estimated to be raised internally from the following 


sources : 


Current revenuee of Central & State GovtB. Bs. 4,900 millions 
Surplus of State.owned enterprise (mainly Elye), „ 1,800 

Net borrowings from the Publio " 

Proceeds of Bly. depredation fund " 1,200 _ 


It is dear, therefore, that much ie expected from domestic savings. 
But revisw of the domestic conditions shows how there is complete 
exhaustion and "not knowing what to do'' in every sphere of Govern¬ 
ment. The grow more food policy has been a total waste and 
continues to be the same. Scarcity, starvati on and economic 

The Col^TFI^T^entcd MinUtet to 

Indian Parliament on. 28th November, 19>0. _' 
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stagnation are staring at every face. Prioes are soaring high, inspite of 
all measures to control inflation, and the real inoome of the people 
in India is miserably low. The annual income per head in real 
terms instead of rising has been showing a downward trend. Accor¬ 
ding to a rough estimate, in termB of 1946-46 prices our annnal 
income per head was Es. 237 in 1945-46, Es. 233 in 1946-47 and 
Es, 200 in 1948-49 and it would be still less in 1950-51 because of 
the food famine, doth scaroity and other related scarcities. There 
is a comprehensive system of controls on prices of all essential 
goods ; but in the great struggle between ethics and economics the 
Government has miserably failed to see the ethical execution of the 
policy of control and blaok-marketing and corruption is rampant. 
There has been tall talks on honesty, uprightness and strictness in 
public speeches but of little practical effeots. The result has been 
that the average man has to meet his daily needs on blaok-marketing 
prices because of there being no alternative for him. All these 
economio ills have resulted in deficits in the average man s 
budgets in India, and there is little or no savings in the pockets of 
the publio which they can invest. There is a little margin of savings in 
the hands of the small section of the urban population. But even here 
the prospect for investment is not very bright. This seotion of the 
population having a small margin of savings has to bear relatively 
heavy burden of taxation whioh leaves him in no suitable position 
to make investments. The ourrent central budget, including the 
Eailway Budget, has further increased an all round taxation load on 
the already heavily loaded shoulders, and there is little to feel 
that anything encouraging can be expeoted from the internal savings 
of the people for development programmes. There is thus grave 

doubts as to whether there can be any speotaoular increase in the 
rate of per oapita investment here (whioh was Es. 10 before 1939 war 

as compared to Es. 1,800 in the U. S. A). 

A review of our internal conditions regarding capital supply, 
therefore, shows that the plans for development have greatly overest¬ 
imated the achievements whioh might reasonably be expected from 
self-help. 

The optimism about availability of oapital within the oountry 
elf, both in the Bombay Plan and the Colombo Plan has been due 
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to the fact that in India the problem of capital supply ha9 often been 
regarded as a question of the total quantity of capital in the country. 
But from the point of view of industry and development what matters 
is not the total quantity of capital in any country but the 
capital that will become currently available for investment ; and 
considered from this point of view India will have to depend, 
and for a long time to come, on foreign capital. The opinion 
of Sir Basil Blackett in 1925 that within a short time India 
would become a creditor country and that she could dispense with 
foreign capital was not only a pious but even a miscalculated 
statement about industrial capital in India. What to speak 
of new industries, even the old established industries have had, at 
one time or another, to depend on foreign countries for additional 
capital. M/s. Tata & Sons in 1929 thus concluded an agreement with 
an American Syndicate with a view to getting better financial 
facilities for all the four companies under their control. It is 
admitted that recently there has been an increase in the savings and 
capital in India but the tendency here has been to Invest capital and 
savings, if any, in real property. Besides, those desirous of investing 
profitably prefer to invest in Government and semi-Government 
securities rather than in industrial securities. In India, therefore, it 
is not merely an increase in the volume of savings and capital that 
would solve our problem but necessity is for a well balanced distri¬ 
bution of the capital resources among the various needs. Our 
problem is not simply limited to attracting and devising ways and 
moans for securing capital but what is more important than this is to 
check the tendency of capital, that is available, being drivon away to 
hoarding and non-economic uses. As a mattor of fact any optimism, 
therefore, about getting i of the oapital requirements, as in Bombay 
Plan, or more than half of the immediately necessary capital as in 
Colombo Plan, internally is misleading. Wo have seen above how 
the capital market here is unorganised and the little capital that 
exists here is either dormant or is directed towards trinkets or 
lands. Wo have thus to depend upon foroign help for major portion 
of the capital requirements. 

According to the Bombay Plan Rs. 2,GOO crores would be required 
from abroad and on considering the financial implications of the 
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Colombo Plan aB a whole, it appears that out of a total estimate 
oost of Bb. 32,190 millions only Be. 10,300 millions, according to the 
Plan, can be mobilised internally which leaves a gap of Bs. 2,180 
millions. Taking even the coat of few selected immediately neoessary 
projects of development, estimated at Bs. 18.400 millions there still 
remains a gap of Bs. 8,100 millions. This gap in the capital supply, 
it is estimated, represents the amount of external finance necessary 
for the execution of the programme. While considering the question 
of oapital supply, both internal and external, in India it is interesting 
to note in this connection the views of Prof. Colin Clark, the great 
Australian economist, who visited India a few years back. Prof. 
Colin Clark who has gained international reputation for his studies 
regarding national inoomes and eoonomic progress has worked 
out mathematical equations regarding the industrialisation of 
India and according to him India would require to import an 
amount of capital equivalent to 5,000,000,000 pre-war dollars m 
order to raise its standard of living by 2% only ( and not 7/ 0 
as envisaged in Bombay Plan with a capital requirement of 
Bs. 10,000 crores only ). This five thousand million dollars when 
worked’out in terms of Indian rupees at the present rate of exchange 
comes to about Bs. 2250 orores. In order to eluoidate the magnitude 
of India’s requirement of foreign capital Prof. Clark has further 
estimated that the amount of foreign oapital required in one year 
to implement a rather modest industrial programme India would 
require capital somewhat near that required during the first year 
for recovery' of the 16 countries of Western Europe taken together 
under the Marshall Plan. It would be staggering to note further 
that whereas the Marshall Plan is only a four year programme 
India’s plan for industrialisation would, as a matter of faot, 
extend over a period of 15 to 20 years. The total amount of 
capital required thus during this long period comes to about five 
times the total amount of Marshall Plan. Even supposing for a 
moment that India’s requirement of foreign oapital would actually be 
much less than what Prof. Clark has estimated, and the ohances of 
whioh are very remote, it is certain that India’s requirement of 
foreign capital would exceed the foreign lending resources even of the 
Amerioan Government. The value of Amerioan owned assets 
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. ATlf c n 3 940 000,000, in 1939 and about 

in foreign countries was abou $ • • . that although 

$ 21 . 260 . 000.000 in 1916 all of winch ^ valDe 

tb. TJ.B-A. i. ‘b. ***** To the capital needs of 

of its foreign assets is not very ^ 2Q year9 . -Whenever the 

Mia extending over a period ^ ^ up all eyes are turned 
question of foreign capi a . Bnt it should be realised 

towards America for the maj _ . troe t h a t president 

that America is not magnanimous. M invest their 

Truman has called upon but while 

money abroad and mos y that private investors of 

doing so he also very clever y emP 6a fety. He authorised 

America need an effective 6-rantee of their safety^ ^ ^ 

the Export-Import Bank to guara t g ome investment 

the risks peculiar to those foreign -vestments. Some 

may require only a guarantee against the^ danger^ ^ ^ 

vertibility, others may need protec lon ^^ where tho Governm ent 

priation and other danger^. oapitalie t ic 'economy and believes in 
does not follow a poll y oHnnalisation and socialise- 

taxation, exchange and trad “ C °" Apathetic dollars to flow- Besides 
tion. is not a favourable land r y P . , d8 ha8 

the fact that "the scheme of private inv ^ onrine 0 , 

been criticised by its economics and politics 

Btatism and socialism . { any in vest- 
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investment from this point o view enterprise 
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even if the latter like to invest their money in India. The industrial 
future of India, therefore, when looked as a whole through the 

oapital requirements appears to be very gloomy. 

The other very important factor in industrial production, and 
perhaps the most important than natural resources, is the human 

factor in industry. The one great disquieting feature 
The problem jg the great malaise which has affected labour in 

of labour India. Economic causes, such as the acute shortage 

of the necessities for life like food and clothing 

and the resultant high prices of the consumers’ goods are at the 
root of this industrial malaise. The labour unrest is prevalent every' 
where in the world but in India the problem is very peculiar in 
the sense that while elsewhere labour fights for its own just 
and reasonable demands in keeping with the national eoonomio 
interests, in India the general attitude of labour is, on the whole, 
irresponssible and non-co-operative towards industrial production. 
Indian labour, on the whole, totally lacks in the democratic spirit 
and education which “is the most serious obstacle of all” for 
industrial development. 

In contrast with other countries the peouliar, and dangerous too, 
character of Indian labour organisation is the absence of labour 
leaders that come from the rank and file of actual workers. The 
leadership of labour organisation in India has remained till to-day 
with outsiders belonging to the class of propagandist adherents of 
some aotive Bchool of political thought. These clever demagogues 
manage to capture the mass imagination of the Indian worker, who 
are generally illetirate and unimaginative, and foment troubles to 
gain personal and political ends to the great detriment of the 
industrial and national interests. Trade unionism is not bad ; 
rather in the strength of labour union lies the strength of indus¬ 
trialism but the essence of this strength is the feeling of mutual 
trust, co-operation and a readiness for mutual understanding between 
labour and industry—which can only be possible when the leadership 
of labour organisation is in the hands of the labourers themselves. 
The loss of working days, deminution of industrial production due 
to irresponsible and politically fomented strikes are staggering and 
unless this great malaise is remedied there is little hope for industrial 
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expansion and production. These demagogs m order to achieve 
their own political ends have instilled in the minds of the working- 
olass the fact of labonr being a separate class distinct from 
general community, “with a code of rights distinct from the society 
and enforcible against society”. 1 Such a segregation of labour from 
the rest of the society aud the irresponsible fomenting o ab ur 
troubles in industries as such is one of the greatest evils of Ind an 
,abour organisation. We cannot expand our industrial Production 
and achieve industrial development unless labour organise . 

India feel that they are one of the fabrios of the genera com 
carpet and any loss suffered by the community at Urge .. a^se t 
their own existence and, therefore, accept t e con 1 
■ Z keep in view not only the advancement of the legit,mate 
interests of the workers, but also the true well-being o the entire 
community, and will endeavour to see that their delegates and 
representatives on organisations of labour or other bodies Junction 
solely with the view to further the best interests of the working class 
and the community and not for personal aggrandisement or part, an 
ends". 2 The influence of political ideology and programme of tl 
diflerent political parties in India and their programme on the labour 
organisations of India is giving labour an artiflcial twist not only 
to the detriment of the industries but also of the whole 
The methods which a labour organisation should adopt for he 
redress of their grievances-grievances for better wages and working 
conditione-must have their bearings in the economic and social 
conditions prevailing in the country concerned. To ellucdate, h 
matter at length it may be said that in a well-developed bconomy run 
on capitalistic lines-like that of the U. 8. A. a our ^ 

judioiously achieve their objectives by means o aggre 
for in such an ooonomy the problem of production as a r 
solved aud the aggressive strikes of labour organisations inste:ad 
of retarding production will greatly correct the faulty dictation of 
the national wealth in the country. But in India whose economy 

i9 torn to pieces by chronic shortages of essential goods a d 

economic development, ill health and maln utntmn^^n^ 

1. P. P. Laksman—Congress and Labour Movement. 

2. Constitution of Hindustan Mardoor Sevak Songha. 
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cessation of work for seouring better wages and working conditions 
oan only cause disastrous consequences upon the whole community 
and ultimately retard national development. India is too poor 
to have the luxury of watching a parade of union strength by 
strikes. “The ohoice of the appropriate method for the realisation 
of the aims of Labour Movement and for the redress of the wrongs 

of workers will rest on the balance of real all round advantage. 

It would be insesate cruelty to add to the agony and sufferings of 
the people of this oountry by stopping production and dislocating 
the system of transport and distribution while it is possible to 
procure a reasonable settlement of dispute by arbritration or other 
peaceful means'*. 1 

Another quite obvious industrial disease has resulted from an 
unco-ordinated and uneoonomio plan of our industrial locations. The 
L j question of industrial location can be viewed from 

setback*. several angles. From the limited and narrow stand¬ 

point of each industry the dominant consideration 
has always been to seoure the maximum efficiency of production and 
distribution and the location of Indian industries has mainly 
been planned from the same view-point. But experience has 
shown that if industrial location is governed by this consideration 
alone it naturally gives rise to a variety of eoonomio and social 
evils which ultimately reacts badly upon the industries themselves. 
In India there is an extreme concentration of industries which can 
be only oharaoterised as uneconomic. Industrial concentration is 
also a common feature of all industrially advanced countries. But 
the essential difference between other countries and India 
is that while in other countries concentration is largely based 
on ooal, iron and other mining areas in India industrial 
concentration is not so muoh based on ooal and iron as on 
ports and commercial centres. But on the whole the distribution 
of industrial activity is extremely uneven in India. In 1989 as 
much as 52% of the total number of faotory workers in India were 
found in two provinces ( States ) only—Bengal and Bombay. 
Industrial concentration though everywhere found is a particular 
system of our economio disease and weakness here in India because 


1. Shri Guhari Lai Nanda. 
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of certain circumstances peculiar to our country. The economy-of 
India i. already heavily unbalanced becauee of the too much d 
deuce on agriculture. India hae a populat.cn of some 350 m. 1 
and about 70% of its -working populations depend on land f.r the 
livelihood. Inepite of this agricultural yields here are, ojeve ^ 
in comparison with other countries, “and there .. evidence of a furthe 
decline over the last two decades".' The economic toi™ ‘ 
reealtin- from this unbalanced, and even unfruitful, econom c depe 
Z: :; father aggravated by this uneven industHa, d.str. n» 
the country. Had India been highly industrialised, this uneven 

distribution of industries would not have any , 

effects, as in Britain and other similar countries, tat when the total 

number of factory workers is not even 3,„ of the to a popu 
heavy concentration of industries in two or three places ’•educes 
share of other states to a very insignificant figure as compared with 
their population. Excessive congestion in particular ireas, concent 

tion in vulnerable localities and wide disparities in the 
o, different sections of population are the evils of great » 
ultimately adversely affecting the industrial expansion in a doze 
different ways. There is thus a great need for some kind^ H 

industrial planuing aiming not merely at 

production and distribution but also at a strong y op 

distribution based on broader economic and industrial consuls™ 

tions. A mere expansion of industrial production r ° 

the social and economic desirability of the country as * 
industrial disease and cannot be accepted as a suitably 
expansion. There should be a more even distribution 
as between regions in order to secure a balanced development of 

country as a whole. 

Last but not the least is still a trouble from the point of view ° 

transport and communication inadequacy. Bailwajs 
Transpon ftre to industries and trade what banks are to t le 

difficul “"- financial system. “Just as banks are the conduit 

pipes through which capital fiowe frce.y, it is t he function of 

Parliament on 28th. Nov., 1950. p r I ' 

(ltd Nv \ b Sm.im * 
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railways to speed up the mobility of goods and services”. 1 But six 
years of the World War II left their deep marks on railways ani 
communication system of India as on other industries. The purchase 
of locomotives, wagons and other rolling stooks could not be possible 
because of every industry being geared to the terrible war machine. 
Even repairs were not attended to. All these left the railway trans¬ 
port system with very restricted resources—material and workshop 
capaoity ; and for a long time after the war and till very recently 
the position was of “goods chasing wagonB , instead of wagons 
ohasing goods. 






• Editorial comment of the Journal of Commerce St Statistics, January, 1950. 



CHAPTER II 

NATIONALISATION OF INDUSTRIES—I 

Socialisation of every thing is the general cry of the Socialists ; 
and they demand not only the socialisation of the government o 

the country but the socialisation of the the government of the 

industries as well. Nationalisation or socialisation 
The controversy. becom06 one certain outcome of this. But the 

question is, can nationalisation be justified or private ownership is 
more desirable ?-this is one of the vexed controversies that 

surrounds the economio thought of the day. 

There is a strong wave of opinion for transferring to the State 

the economic activities hitherto lying within the compound of 
private enterprise. But even about this question of transference 
there are conflicting opinions—even amongst the socialists them¬ 
selves. There are two sohools of thought amongst the socialists in 
this regard and they are respectively known as Pure Socialism and 
State Socialism. The theory of pure socialism about the transference 
of economic activities from the private hands to the state is that 
it does not want everything to he placed in the hands of the state. 
The advocates of this school say that instead of transferring in 
the hands of the State they want to abolish the State itself. It 
is true that at the present moment they give general support to 
the legislative projects for extending the functions of the State but 
they say that they mean to give such functions to the state merely 
“as a temporary measure for transforming individual enterprises into 
collective ones” 1 According to them they profess great contempt 
for the present State organised as it is by politicians and employers 
and having the samo interests as the capitalists. By socialisation 
and nationalisation, therefore, they simply mean that every enter¬ 
prise is to be run in the public interest without any thought 

for profit. _ 


1 . R 0 w—Clde's Principles of Political Economy. 
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The followers of State Socialism on the other hand reject the 
whole idea of such a theory and turn it to ridicule. They attach 
correspondingly greater importance to the State and like therefore to 
considerably extend the functions of the State. This school of 
thought has in recent years exerted great influence over the activities 
of the State and has forced the economic science to abandon the 
policy of abstention from interference to which it was wedded for 
ages long since the propounding of the barren theory of Laissez faire. 
The reply of this school of thought to the theory of pure socialism 
is that even if supposing that the State is badly organised by politi¬ 
cians and employers, it must be remembered that it has done some 
great and fine things even in the economic sphere in putting an end, 
to a great extent, the inequities of self-interest and desire for 
personal profits. Who can deny that it has been the State which 
has abolished slavery, trade privileges and has passed laws for 
labour regulations etc. etc. ? To them, therefore, it is necessary that 
the economic activities should be tansferred from the private hands 
to the hands of the State not only temporarily but permanently, The 
interests of the community, according to them, will be safe when the 
industries are owned and run by State. Nationalisation or socia¬ 
lisation of industries does, therefore, in the present context mean 
State ownership of industries. The State being the custodian of the 

interests of the whole community would run the industries in the 
interests of all. 

The issue, therefore, that is now sharply posed and presented is 
w ether the economic development of the productive resources should 
e brought about through a system of thorough-going nationalisation 
spreading out to all branches of industry or it should be still left in 
the age-old bands of private enterprisers. 

. In th ° polemic9 of such a controversy between the two confront¬ 
ing and sharply opposed principles there is also a golden mean 
between the age and the youth ; for between the two violent currents 
running on two opposite directions there is also a middle calm course. 
Instead of there being either the State or the private enterprise both 

^ 8ame tlme * n optional economio organisations 
10 ki* Cftrpet ga * nB more in beauty and strength by the harmo- 
mous blending of different strands of varigated colours. As a matter 
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Of fact the socialist issue of private enterprise vrs. State enter¬ 
prise is unreal and a distortion or perversion of the correct economic 

00 n Tot»l 0n n »tionaH6ation has not been possible as jet anywhere 
The experiment except in Enssia where everything including marriage. 

in Russia. divorce, abortion, vice, corruption, crime, nepo-ism 
and favouritism has been socialised. Is there anything like complete 
natinalisation of the means of production or complete la.ssea fairs 
in any other country ? In practice there is the co-es.stence of the 
socialised nationalistic sectors and the private sectors in almost al 
countries which have accepted the socialistic programme. W»t 
has exactly been found and achieved subsequently is not the 
replacement of the private enterprise by public undertakings at a 
stroke but a critical and careful examination and enquiry from time 
to time as to what extent and what more sectors may be socialised 
by adding to the fist of public enterprise. The advance towards 
socialisation or socialism should be gradual and empirical. Any 
violent change will be catastrophic and too costly for a nation to 

bear. 

Partial nationalisation is well under way in Britain where the 
old lady of the Threadneedle street has already been courted and 

owned by the wise and romantic ministers. Coal be- 

N tlon n in l,a ' came Mr. Shinwell’s New Year's present to the nation 
Great Britain. whioh flince j anua ry 1, 1947 is a state property and the 

nationalisation of iron and steel has actually been announced. But 

full and total nationalisation has not yet come. . . . 

In these days of ideological associations “nationalisation is not so 
much an economic experiment as an ideological shibboleth . We 

therefore find that the question of nationalisation greatl> 
Offctnge- appeals to intellecutals who instead of examining things 
over - around themselves look up to Russia when thoy are 

political adherents of the extreme type and to the leftists of Britain 
when they profess moderate ideologies. The number of such people 
i fl growing every day and with this growth of such thinkers the 
spate of talk about nationalisation is growing apace. Ther^aretbus 


I. S. R. Galea. 
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many who want that everything should be nationalised with a stroke 
of pen without any delay, without paying least attention about the 
oircumstances and conditions, forms and results of aots of changing 
the form of industries. Transfer of property can never be so easy 
as people say. While speaking in London on the 22nd November, 
1945, no less a man than Mr. Emanuel Shinwell himself, the Socia¬ 
list Minister whose task was to put through the Coal Nationalisation 
Bill, said : 

“We are about to take over the mining industry.That is not 

as easy as it looks. I have been talking of nationalisation for forty 
years, but the complications of the transfer of property had never 
oocurred to me”. Such a frank admission about the difficulties and 
complications inherent in any act of taking over the industries from 
the private hands to State ownership and control revealB the nece¬ 
ssity of exercising oare, caution and highest degree of moderation 
in our talk about the necessity of nationalisation. The colour of 
politics or of economics in such matters is of little importance. It 
is the result, and the cost to the taxpayer, in such aots that matters 
much. Nationalisation of any indnstry may be an event of great 
importance for those who make it a political issue ; but in itself it 
is of little importance to the ordinary consumer and tax-payer. 
What is of importance to him is whether nationalisation will mean 
more goods—cheaper goods, or less goods and dearer goods. If the 
former proves to be the answer there is new hope for the indus¬ 
tries but if the goods become scarcer and dearer or if the price can 
only be kept down by a subsidy borne ultimately by the tax-payers— 
the consumers, there is bound to be another misery. 

But in spite of such considerations the issue is generally presented 
in its doctrinaire sharpness. To the mass of the people having 
nothing to do with social ideological controversy nationalisation is a 
means, not an end means to 6eoure something good and not being 
good in itself. Nationalisation is a policy which is expedient not 
for all times and all industries but at certain times, in certain places 
and to some extent. Extreme nationalisation is bound to destroy two 
powerful factors in any economic enterprise—personal incentive 
and the hope of personal gain. The latter factor was the candle¬ 
stick yesterday ; to-dey it is under the bushel. But private initiative 
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and enterprise is perfectly legitimate when within hounds and enr 
charged with a sense of fairnese and justice to the teeming m.Uions 

and the nation. Any system that seeks to abolish them 

Dan *me ° f altogether is sore to make us live an anaemic economic 
NattonalU*. life . Heinrich Peach, the well known German economic 
Uon ' moralist is said to have once observed that “the ambition 

to cure economic ills by means of nationalisation is not dissimilar 
from the cure to which a doctor submitted a patient suffering from 
ulcer. The stomach was carefully extracted, washed deligently and 
put gently in the sun to dry. But as a greedy cat stole it the doctor 

thought of getting out of trouble by expropriating the stomach of a 
goat which he proceeded to stick on to his patient, who henceforth, 
unable to digest anything else but grass was brought to an early 
grave.” Extreme nationalisation seeking to extract wholly the pri¬ 
vate property from the diseased economic organism and substitute 
it by nationalisation is bound to make the body-economic weak and 
a gradual paralysis is sure to creep over the economic organism. 

Nationalisation represents an expansion of the state activity 
in the field of economics and it may be a total or partial nationalisa¬ 
tion according as the expansion of the eoonomic activity may be. 
To this total or partial expansion of the State activity there is a 
corresponding shrinkage, total or partial, in the field left to the 
citizens. If there be an one-sided expansion in the economic field 
either of the private enterprise or wholly of the state activities there 
ia the danger of there arising the dire oonsequencos of a potential 
tyranny—potential and not actual tyranny because it is first possible 
to conceive that the passage from the potential to the actual may 
not ever take place. But the possibility is always there. It is a 
Tude reality of the practical politics of the world that he who con¬ 
trols the production and distribution of goods controls directly the 
people. A. man economically and wholly at the meroy of others, bo 

it any private person or the State itself, is either 
The fear of a already a slave or is in danger of becoming one the 
potential tyran i. BUC h a master should deoide to exort the economic 

power in his hands—and masters often do. It will not bo neoessary 
to oite an example of private persons holding suoh eoonomio powers 
exeroiBing them on others. Even the State does it. It will not bo 
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out of place to mention in this respeot a threat uttered by the British 
Socialist Minister of Education, Miss Ellen Wilkinson, speaking, to 
those who were State servants. Addressing the Annual Conference 
of the National Union of Teachers on the 26th April, 1946 she 
stated that it would be the duty of the teaohers to supervise the 
distribution of free meals when the system was introduced in state- 
controlled schools. The teachers protested against this because they 
contended that it would amount to their acting as waiters and 
restaurant managers whioh was not a part of their work. The 
Socialist Minister, Miss Wilkinson, could have explained and con¬ 
vinced them with soft words but her reply to their protest was, 
“Get this clear ; it is going to happen.” The reply was totalitarian 
and never sooialistio. This is why it is pointed out that with an one¬ 
sided development of economic activity—private or state—there is a 
danger of potential tyranny resulting on account of the holding of 
economic powers of the extreme nature. 

Coming again to the private and state activities and examining 
first the former it may bo said that looking at the achievement of 


private Indian enterprise during the last 150 years 
n enterprtoe* te must be Emitted that in spite of the laissez faire' 

policy of the Government, in spite of the policy of 
Imperial Preference, in spite of currency manipulation and adminis¬ 


trative discriminations against indigenous private enterprise it haB 


served the country well in improving to some extent the economic 


condition of the country and preventing a continuous drain of the 
country’s material resources in money and in kind to foreign countries. 
But the danger of leaving the whole economic field in the private 
hands leaps at onoe to the eye when we find that it has resulted 
in the lopsided development of the eoonomic activities, deeper gulf 
between the haves and the haves-not, unbalanced progress of the 
enconmy as a whole, the inequitable distribution of the national 
dividond and the uneconomic exploitation of the national resources. 
In short, to take a sporting metaphor an all round private enterprise 
has been “like a race in whioh profit has always come in first, with 
safety a poor second, sound method an ‘also ran’ and national welfare 
a‘dead horse’ which entered perhaps but never likely so start” 
Pnvate enterprisers have, therefore, been 'like greedy boys in ow 
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national orohard biting out the sunny side of apples and throwing 
the rest away’ without the least regard for the posterity and national 


welfare. 

Coming to the other extreme of total nationalisation we become 
alive to the danger when we consider and study the fallen human nature 
and as more we realise that the Government is not a pure abstraction, 
chaste Platonio ideas or ideals hovering in the sky but concrete 
realities in human flesh and blood liable to be the subject of pride, 
The red lust, covetousness and sloth. The working of the various 
light of imports, exports and exchange controls by the Govern¬ 
ment has shown that shortcomings and errors are natu- 


- v 

warning. 


ral and in some cases there has been regrettable lack of experience 
whioh has seriously affected many an industry during the war 
period. But it should be very clearly understood that it is not 
meant to be emphasised that these fallen nature of the State acti¬ 


vities show anyway the futility of nationalisation ; the argument 
merely holds the red-light of warning that should nationalisation be 
applied over the entire national eoonomy at a single stroke of pen it 
would enlarge the task and responsibilities of tho Government far 
beyond the capacity of its machinery with which it is equipped. 
Chi troppo abbraccia pooo stringe say the Italians i.e. he who tries 
to embrace many things will finish by hugging only a few. The 
State exists to ful61 such certain specific difficult functions which 
are boyoud tho capacity of individuals ; and whatever is bolow this 
category of functions should bo left to be performed by tho smaller 
groups—the individuals. Only then the Stato can carry out its 
functions with better freedom, ease, power and success. If there is 
a divison of work between the state and the private individuals, the 
state will have the respite of directing, watching and stimulating 
the whole national affairs according as circumstances suggest or 
necessity demands. Apart from the problems of ownership and 
management, which by themselves are of great magnitude, the state, 
for the success of total nationalisation, will have to take over suoh 
incidental and many complicated and oomplox tasks like savings and 
investments, cash and credit- This means that our national Govern¬ 
ment which has already taken upon itself cortain important tasks 
will have to assume more and more, in the immediate period, a 
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number of important tasks each of great dimensions and difficulties 
like public health, irrigation and agriculture to make the basic 
foundations of national economy strong and stable. What is more 
the defence problem has confronted and taxed the state with the 
overwhelming responsibility. Besides, the taking over of the indus¬ 
tries would involve the Government into great financial liability 
which, at the present time, it is not able to discharge. It is these 
financial stringencies of the Government which have gone a great 
way in delaying and disturbing the early abolition of the Zamindari- 
Taking into considerations these weighty facts it remains to be 
doubted if in the initial period the state would be able to undertake 
additional burdens that would emerge from total nationalisation. 
Efficient organisation of industry does not simply mean adding up 
j . to the list of state enterprises rather it requires an im- 

of State proved administrative machinery and a quality of 

ment 8C organised ability which is not easily achieved and to 

organise an industry as a unified whole is not so easy 
a task as prescribing and legislating for change of ownership. Even 
in England where the administrative machinery is muoh more 
efficient than that of ours, the difficulties of state management, are 
considered to be very real and considerable. One of the Socialist 
experts on nationalisation, Mr. Arthur Woodburn has very frankly 
delivered himself on this question and writing in the Socialist paper 
FORWARD dated the 24th March, 1945, he said :— 

"Many industries are not in a position to ho nationalised.we 

might say there is general agreement that the mining industry 
must be co-ordinated. But how ? Shortly the Miners’ Federation 
are to put forward a scheme. Presumably the miners will realise 
that a scheme which was merely to benefit the miners would be as 
suspect as the mine-owners' scheme and the Miners’ federation will 
I expect tackle it from the public interest point of view. To convince 
the public we have to answer doubts in their minds. For myself 
I consider it quite unconvincing for anyone to argue that the 
miners will work harder because the state owns the mines.” 

"Even some miners say that they can get decisions from the 

0 

mineownerB but it becomes more difficult if it has to go through layers 
of officials to a political head who has to weigh up all the political 
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reactions before he can say anything. How then are W e to get 
public control with quick decisions and efficient workmg ? Endless 
committees may be all right to settle policy but it requires persona 
responsibility to get action without delay. Expenmen s in w 
control both in the German We,mar Bepublio and in 8ov,et Russia 
proved this. If we cannot get more coal by workmg the miners 
harder can we guarantee that by nationalisation we w,U not get 

less coal as the opponents allege ? un ,i„ 

It is for these considerations that Pro,. Cole has very apUy 

said that "the sensible Socialist conscious of the magn.tude the 
tasks which must confront him in any event, will be anxious to 
avoid widening unnecessarily the range of his responsibility* and 
to make use of any existing institutions which can be 
serve his ends. He will not want to knock anything over merely 
to give himself the pleasure of building it afresh. He will have 
quite enough on his hand with necessary work of creation 

no time left for supereogatory works of destruction. 

Added with the imperfections of the state machinery be 

fissiparous tendencies which have suddenly got a new « 
will engage the energies of the Government to a much greats extent 
iri maintaining order, peace and tranquillity which are so a ,c 
any economic enlargement. It on the top of ail these wnd ty and 
burdening questions the Government should wish to take upon 
itself the task of running and managing all industries with nnedlory 
additional tasks it mar fail to perform the old tasks, what to spsa 

of tile new responsibilities. 

In view of such complexing situation and conditions aroond 
UB and in order to expedite the industrial development of the 

country it is very necessary that there should not 
T SSi^?S& be total nationalisation of industries in the country, 
experiment would be too costly an experiment, bven in 

England where the Labour party is on the saddle a scheme o. total 
nationalisation has not been envisaged. Leading members of the 
Socialiet Government there have on several occasions emphasised 
that when their plan of nationalisation is completed eighty per cent 
of thr ndnstrics and services o, the country will still be left under 
the control of private enterprise. In this context of circumstances 
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and conditions total nationalisation of tbe means of production 
_ . . is out of question ; it only speaks for a partial 

nationalisation— nationalisation—nationalisation of only such mdus- 

the only way. trieB which ar0 very neC essary and advisable and 

the rest should be left entirely in the hands of private enterprisers. 
The question that confronts us is what ought to be nationalised 
then ? It is agreeable that nationalisation of basic and key industries 
is desirable because of their having national importance of great 
magnitude. There is much force in the argument that it will not be 
in the interest of the community that private enterprisers should be 
wholly in positions of vital points of our economic life. But even in 
these sectors there is no barm if privato enterprisers also are given a 
place with such limiting conditions as may bo desirable in order to 
augment and stimulate the country’s industrial development. Tbe 
Government may supplement state enterprise of such industries by 
possible private initiative. But the object of the Government in this 
connection should be that it should not allow monopoly conditions or 
any undesirable tendency, on the part of such private enterprisers, to 
develop in any such enterprise that is left to private initiative and 
management. Subject to these limiting conditions private enterprise 
may be allowed but under proper and vigilant control and regulations 
with a right to take over such or any industry in its own hands when 
necessity arises so that they may be harnessed to social welfare. 
Private profit will no doubt bo allowed in these spheres of activities 
but that profit must bo considered as a convenient measure and 
method of rewarding the efforts of private enterprisers just in the same 
wav as wages and salaries arc maintained as means for rewarding 
labour. Immorality lies not in profit-making but in the dominance 
and priority of profit.motive over national and public service. The 
loDg standing relations between private profit and public servioe must 
be inverted with no delay when that we are our ow T n master. The 
drift towards nationalisation is a reaotion against the oapitalism 
of the Nineteenth century—a period of economic piracy. It is 
admitted and all are agreed on the point that the economio 
piracy of the 19th century capitalism was a case of astounding excess 
that landed millions of the common man in dire poverty and priva¬ 
tion, the cfiects of which are still too deep even on the present 
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economic order , and advocates of total 
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field of physics, and economics °"® er with another 
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the ills of capitalism “ nationlisation are, it 

security temporarily only application of a 

with other complications and > C '^'^ vo]t against the economic 

heavily excessive narcotic dru„. movement of reform 

pir acy of the last center, should la, n ,„Wl fc ent „ ith 
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clang that pnva.te^nterpriBC should be PP ^ ^ privat0 indus- 

prise where needed with the take ^ of the 
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will also expedite industrial a™ -- ™ J al nationalise- 
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nationalisation ^"el of the suddenness of the total change 
constitution of things ^ argument advanC ed by Dr. 
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which would amount to “the abandonment of individual enterprise 
in industry is a part of the deoadence of humanity’’ 1 , has some force 
in it when applied to a scheme of total nationalisation at a time. 
But the indictment that “the supression of competitive industry in 
order to cure poverty, physical misery, and social justice, will produoe 
society which is sensuous, genial and fibreless’’ becomes insignificant 
when instead of total suppression of competitive industry there is 
still left a portion of the industrial field for individual enterprise and 
individual strife in industry. Partial nationalisation of industries will 
provide enough scope and opportunities for the full and free play of 
individual initiative and enterprise for the time being which would 
warrant a taking over by the state only if and when they show 
unsocial tendenoy. If nationalisation proceeds with such a gradual 
pace it would be in the natural order of general evolution. 

But the question that immediately arises then is that if the 
private enterprisers are allowed to continue in certain sectors of 
Control and regu- industries what control and regulation should be 
lation necessary applied to them so that they might follow the same 
for the private social principles, and not the old practice of economic 
^ ector9 piraoy, which has called forth the necessity for 

nationalisation ! If the industrial sector left in the hands of private 
individuals still continues to work according as it pleases, even against 
the general interests of the community, the advantages that would 
result from the public ownership and control of certain sector would 
be naturally diminished by the disadvantages resulting from the latter. 
In that what is gainod by the nationalisation of some is lost by the 
individualism of some other. It is, therefore, very necessary, for the 
success of partial nationalisation, that along with public ownership 
and control in the nationalised sector of industries there should be 
public control, of course not ownership, of the sector left to private 
ownership. It is only then that tho society can be assured that the 
community will bo able to derive some useful service from the private 
enterprisers working along with nationalised industries. Now 
agreeing that in the desirable partial nationalisation of industries 
publio oontrol of private enterprisers is nooessary tho question that 
confronts is what should bo the form of such a public control on the 
1. Hobson—The Evolution of Modern Capitalism. 
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individual enterprises allowed alongside the publioly owned and oontrol. 
In other words, what are the proper lines of economio ohange required 
to bring about a guarantee that in the socialised industrial structure 
private methods of production will work for social welfare besides 
having their own gains and gifts ? That is a problem on the solution of 
which depends the structure of and the economic advantages of partial 
nationalisation to a oountry. The answer regarding its solution 
requires an amplification of the interpretation of the system of 
industrial evolution on which has been grounded the whole 
advocacy for the desirability of a scheme of partial nationalisation 
instead of the prescription of total nationalisation. The task is, 
therefore, now to indicate some of the main reforms and changes 
which seem to be laid down for a road of industrial progress during 


Guarding against 
two possible 
defects of private 
ownership. 


the socialistic tendencies of the age. 

When private enterprisers would be allowed to continue alongside 
some of the nationalised industries wo have to guard against two 

possiblo defects of private initiative and ownership— 
(i) waste of economic maladjustment consisting in 
excessive or defective application of various kinds of 
productive energy at different points of private 
enterprises and (ii) the waste of periodic over¬ 
production, trade depressions, suffering of ever larger oscillations in 
prices, irregularity of employment of labour and capital, evils of long 
hours, unwholesome conditions of employment etc. 

In order to guard against or remove the first defect resulting from 
the economic maladjustment it is necessary that there should be 
established a full and free competition of private industries so that 
there may be a free flow of commerce—labour, capital and entorprise- 
aud widest dissemination of industrial information. Perfect trans¬ 
parency of industrial operations, perfect lluidity of labour and of 
wealth would offect incalculably great economies in the production 
of commercial wealth”. 1 Facts about production, distribution, 
wages, prices and profits aro at presont treated by individual 
private firms as “self-regarding ’—a sort of ‘ trade secrets'. Industrial 
actions of individualistic firms aro, therefore, considered as private 
but it should be recogni sed that in the complexity of m odern commerce 
1. Hobson—Evolution of Modern Capitalism. 
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Safe<mards for a 
successful partial- 
nation-allsation 
scheme 


and industry every individual action howsoever private in character 
certainly affeots the interests and aotions of a large number of people 
and baB, as such, a public import. 

More often it is “precisely in the knowledge of those matters regar¬ 
ded as most private, and most carefully secreted, that public interest 
chiefly lies" 1 . But since this character of modern industry is 

not being recognised by private industrial enterpri¬ 
ses the interests of the publio are in jeopardy— 
a defect whioh has got to be remedied if private 
industries are allowed to continue along with those 
that are nationalised. It is, therefore, necessary that in a scheme of 
partial nationalisation “direot publio scrutiny must be enforced" in 
the private enterprises so that in the industrial game everybody's 
hands are on the table before the community. Asa practical scheme 
for enforcing the publio scrutiny in private firms it is suggested that 
"publio relations" activity department working under a Liaison 
officer appointed by Government should be established in every 
industry working on private initiative and enterprise. The main 
purpose of such a “publio relations” departments of private indus¬ 
tries would be to relate industry to the community. These depart¬ 
ments, controlled in each industry by the Government, would work 
on an organised and sustained liaison effort dedicated to the task of 
co-ordinating the industrial organisation with the larger interests and 
service to the community. They will not, therefore, be working like 
sales promotion or advertising but would on the other hand, parti¬ 
cipate and regulate the development, maintenance and increase of 
what is known in oommerce as “commodity interchange"—Commodi¬ 
ty interchange whioh is now-a-days regarded as the raison d’etre of 
modern commerce and industry when looked upon from the public 
view point. Such an organised liaison of interest between private 
individualistic industrial firms and the public would result in diminu¬ 
tion of the present uneconomic and socially harmful tendency of 
capital to gravitate into larger and fewer masses, a slow and largely 
incomplete organisation of labour, the flow of women and children 
for industrial works, growth of monopolies having power to control 
consumption and thereby dire ct the quantity and character of large 
1- Hobson—Civilization 6 l Industrial Development. 
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m asses of industrial workers, growth of industrial antagonism etc. 
etc. A diminution or even prevention of these anti-socio c ! 
teristics of private individualistic industrial units would largely 
result in a quick and advantageous operations of tire economic 
forces in private industries. In this way the pnva e indust • 
sectors, in a partial nationalisation structure, would also> t* 
develop a tendency of healthy social organism along with those 

.----'--c 

The Other defect q{ women an d children etc.—is largely the iesv 

of private enter- , 0 f individuals or group 

prise to be gua- the unfettered self-interests oi mu 

rded against q{ individuals to enrich themselves at t ie co 

others by the freest use of industrial means. These social evils arc 

largely traceable to the conditions of modern Industrie Me wh 

“r r::“—*= 

foro, that there should bo ( 1 ) a proper ant wo the 

control over machine-production and (i.) an educative 

arts of consumption such as may enlighten the consumers to evaluat 

properly the utilities and limits of machine-products. j 

Machinery has got as many evils as it has 1 8 u • 
therefore, iike a fire ; a good servant but a very > » ■ ^ 

ther a machinery would servo the humanity » nd “°’ e ^ jt is 

emit evil smoke on them depends largely upon the ac 
handled and contra,icd. Under the present structure o society and 

civilization men composing the Bociety aro v, 10 y irra 

sense that these individuals of the social organism arc pron* »£ 

in terms of their own individual interests and act,one and 

result and reactions of their own doings upon the society a w, 

with dastardly callousness. Therejs.complete lack of whatjs- 

1. See chapter V On Humanisation of Industries. 
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as social consciousness and individuals are out to enrioh themselves 
at the cost of the.community. Uncontrolled machine-produotion has 
foroed children of six, eight or ten years to work ten hours a day in 
an unhealthy factory ; it has permitted individual producers to injure 
the consumers by noxious adulteration of goods, has forced workers to 
herd together in dens of infection and what not. Machinery, there¬ 
fore, subject to the unrestricted control and guidance of individual 
hands, with their own selfish commercial interests, cannot be trusted 
to work for the general welfare of the society. It is, therefore, essen¬ 
tial that even in industries left to private individual 

Control of private ^ an ^ s 8 t a t e should interfere in their control and 
enterprise r 

guidance by as much restrictive acts and legislation 
as are desirable and should see that these restrictive legislations are 
enforced and obeyed by the individual enterprisers in the conduct of 
industrial activities. “In the execution of the national economic 
policy it would be neoessary to assume that private business in its 
allocated zone of economic operations should funotion as an agent of 
public policy and any marked deviation from the line and pace of 
development laid down by the State is rendered impossible’’. 1 At the 
present time there are a number of such restrictive legislations like 
the Factory Act. Adulteration of goods Act, Wages Act etc. but they 
are not enough. The provisions of these acts have not been strong 
enough to aot as deterrents for the evaders. Offenoes under these acts 
should be ruthlessly looked into and deterrantly punished. Besides, the 
scope of these acts ought to be enlarged and widened in order to cover 
all sorts of anti-social activities persued by private industrialists. It 
has been our past experience that Governmental staff entrusted with 
the supervision of tho execution and observation of the restrictive 
legislations have been inadequately doing their duties towards the 
soeiety mostly because of their being stationed at their head-quarters 
which are generally away from the actual industrial places. Casual 
visit of Factory Inspectors once twice or thrice a year is not enough 
to protect the sooiety from the day to day irregularities of the private 
industrial individuals ; it requires a vigilant and constant supervision 
in order to check the ovil and selfish tendencies of individuals which 
can sprawl upon the sooiety even in a moment’s opportunity. 


1- Dr. Gyan Chand—Public Corporation. 
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Under the present system of Government supervision the restric¬ 
tive legislation are either not followed or aro very haphazardly 
applied and enforced in the industrial fields and the safety of public 
interests are as such grossly inadequate. For a proper supervision 

of industries to guard against any possible infringe- 
A practical ment and violation of social interests it is necessary 

^control tHe thftt at every plaCe havine an industriftl location 

there should be constituted a local board entrusted 

with the duties and responsibilities of a strict supervision and vigi¬ 
lance over the private industries in the area concerned so that the 
industrialists are not able to do anything that would injure the interests 
of the society. Such a local board should consist of Government 
representative of the nature of factory Inspectors, and two honest 
and responsible citizens of the locality concerned. Such a local 
hoard would he the custodian of the society to protect their interests 
in industrial activities and their supervision and control would mean 
social supervision of private industries. This type of social super¬ 
vision of private production should be more rigorously tightened 
particularly to thoso private industries where the size or structure 
of business is such that tho protection afforded by natural and tree 
competition to tho society is practically in abeyance and also to such 
industries where the uneconomic waste and damago of excessive and 
unhealthy competition is heavy. Tho social supervision of industries 
will mitigate as far as possible tho evils resulting from these condi¬ 
tions of production and as tho tendency of tho industries would 
bo persistant towards cither wasteful competition or towards 
monopoly there will bo a gradual and continual expansion of state 
interference and state undertakings ; industries left in private hands 
under social suiiorvision would ho brought within the publicly owned 
and controlled field of industries. This growing and gradual 
expansion of stato interference and stato undertaking would ultimately 
bring about fuller and completo socialisation of industries in course of 
time—and this would bo of tho nature of a natural adjustment of 
society to the new and rising conditions of machine-production. 
People would arguo that such a proceduro for the expansion of state 
control in industries would mean an atmosphere of uncertainty for the 
private industrialists. But as a matter of fact that is an argument m 
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the wrong way. Modern industry whether in public or private hands, 
is becoming more and more collective in character in the sense 
that the interests of the society is greater to-day than at any time 
before and such a social interest is growing every day in such a 
manner that it demands some sort of guarantee that this interest shall 
not be ignored. Thus whon an industry is at such a stage of acti¬ 
vity that keen healthy competition without undue economic waste 
prevails, this sooial interest can simply be seoured and protected by 
the mere enactment of restrictive legislations and tightening of social 
supervision of the type detailed above. But the moment an industry 
reaches such a stage of development or operates in such a way that 
this social supervision and restrictive legislations are inadequate to 
secure the social interests involved in them and the moment it 
appears to the state that social interests are at stake. Social owner¬ 
ship, management and control, either upon national, local, municipal 
or any other scale as is economically desirable, must be instituted in 

place of private initiative and control which beoomefl 
The modus * . . 

operand! of harmful to the larger interests of the society, inis 

State ownership. whole pTOce a ure of the expansion of state control and 

state undertaking in the industrial field is based on the principle of 
social industrial organism in which socialisation of industries is a 
mere matter of evolution which ultimately must take place one day 
or the other and the state assumption of industries is, therefore, a 
question of sooial expediency. Such a evolutionary state control and 
management of industries is not the suppression of individual initia¬ 
tive genius, as is sometimes supposed, rather on a right interpretation 
of facts it ultimately means the seourity of individual property and 
interests within the limits prescribed by the considerations of sooial 
welfare and the larger interests of the community at large. State 
control and management of industries is, therefore, inevitable and the 
only question that may arouse curiosity is to know ns to how far and 
how rapidly such a collective control and management will proceed. 
To this it may be said that as larger and larger number of private 
industries pass into the complicated conditions of machine-industries 
and develops wastes and dangers for the society in their attempts to 
secure more and more money for private individuals, larger proportions 
will come under the banner of state ownership, management and 
control. That is how the full rank of public industry would be attained. 


CHAPTER III 

NATIONALISATION OF INDUSTRIES II (Continued) 

There are two recent references about the policies of the 

„ pnt regardin'* nationalisation or approaching national!- 

Government is lufficieI „l y old and bygone 

::revents as it may be caned ; while the other is 
quite new and current one with a sc.cntifio and careful approach to 

the industrial policy. The first is a press comn.un.que of Apr.l, 194o 

in which tho Govt, of India outlined their policy 
The 1945 policy. ^ propoBed to adopt. According to that commu- 

nique the Govt, first of all desired to national.se basic industries of 
national importance embracing the key industr.es. Another type 
of industries indicated there to be nationalised those ... case 

of which “the tax element is more predommat.ng than the profit 
element" In this regard it must be first of all observed that hero 
is nothing inherent in an industry which can lust, y such a classi¬ 
fication AS a matter of fact which particular industries ear. 
picked up as a means o. tax collecting depends upon the econom.o 

condition prevailing and the economic pol.cy pursued. The 
appears to be no reason why salt manufacture and not other indus¬ 
tries like cycle or radio manufacture should be taken as possessing 
more predominantly tho tax element. Besides, the pol.cy o 
nationalising any industry only for the purpose of raising revenue 
may lose sight of necessity of economic oxpans.on m tho country 
Supposing for the moment that tho revenue requirements of the 
country result in the rising of the prices of such commod.t.es above 
the normal competitive level it will then exercise a restr.ct.vo effect 
„„ the total demand of tho commodities. Nat.onal.sa .on of the 

industries is not bad but national.eat.on on bas.s of sue , a 
fication ia never desirable. Besides complete nat.onal.sat.on of 
particular induBties tho said communique added that cei •>»> m u 
tries ol national importance such as ship-build.ng and tho manufac 
toro of locomotive and boilers will be run by the state as well as by 


;“'f rr 
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private capitalists”. Perhaps it meant that some industries will be 
owned by the state and some units by the private enterprisers side by 
side. Now the question of all questions is that if the state first steps 
in the industry why should private enterprisers, who are less 
desirable from the social point of view, be allowed to enter into com¬ 
petition with the state enterprise ? But if it was meant to supple¬ 
ment private enterprise some weighty economic issues emerge from it. 
If the state entrance into the industry was simply meant for breaking 
down and foiling any attempt for the creation of the monopoly of 
the private enterprise well and good ; but if the state participation 
was meant to be undertaken simply because the industries were 
considered to be of national importance deserving expansion some 
complicated economic issues tend to arise. The expansion of pro¬ 
duction resulting from such a double participations would naturally 
result in excess supply of goods and so force prices down even to 
uneconomic levels, the extent of which depends on the keenness of 
competition, if they were not previously higher than the competi¬ 
tive levels and would thus result in the contraction of private 
production and waste of resources. Supposing that if a reasonable 
rate of profit would he allowed to private enterprisers the state 
investment would mean an additional burden to the taxpayers which 
financial burden of investment would disappear only if the demand 
for the products of the industry would increase. This increase in 
demand of the commodity depends upon the general economic pro¬ 
gress and prosperity of the country and the community at large. 
Instead of going into much details about that industrial policy of 
the Govt, which does not hold now suffice it to say that it was 
pregnant with evil economic results and contained a number of 
defects besides the more important ones that have been detailed 
above. 

The next to he referred to and which is of importance for us is 
the industrial policy of the Government of India whioh was passed 
by the Indian Parliament on the 7th April, 1948. This is virtually 

, , , an Industrial Charter for ten years so far as the 

JThe Industrial . 

Charter of 1348 ln dustrialists, business interests and mill-owners 

are concerned. It has classified the industries here 
into five clear out divisions and makes the policy of the Government 
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clear and definite, (l) War equipments, ammunitions, manu¬ 
facture of atomic energy and railway operation.these industries 

will be completely in state ownership and management. At the time 
of any crisis or national calamity the Government reserves the right 
of taking over any other industry in its own hands and ownership. 
(2) Coal, iron, aeroplanes, steamship, radio, telephone and its 
wire equipments and new factories for the manufacture of mineral 
oils etc. will be installed only under private ownership for another 
ten years at the expiration of which the Government will again 
consider about their ownership. In the meantime if necessity 
arises or appears to the Government for taking over the ownership 
of any of the existing factories the Government will do it. but at 
the time of nationalising any such private enterprise the Government 
will pay just and proper compensation for it. (3) State-owned 
industries will be managed by Public Corporation established by 
the Government. (4) The manufacture of electrical energy and 
the management of its distribution have been taken over by a recent 
legislation and will be managed accordingly as laid down therein. 
(6) All other spheres of industrial activity will be opened for 
private enterprise and initiative. But if at any time the Government 
finds any of such private enterprises working unsatisfactorily the 
Government will not hesitate taking it over or interfering in it. 
This is, in short, the new industrial policy of the Government which 
is to bo followed and it muy he said that it is a fine co-ordination 
of idealism and practice. Pandit Nehru, the Prime Minister, as a 
practical socialist while replying to the charge of young socialists 
rightly observed that there is a lot of difference between principle and 
practice and the idealism so much talked about by the theoretical 
socialists cannot be the basis of practical working. 

Viewing critically any schemo of nationalisation of industries 
as a whole it should be said that a proper ‘ norm should always 
guide in the matter of nationalising any industry and there are two 
important considerations in this regard—tho one refers to the time 

factor and tho other to the question of a proper 
^Norra’ 61 and reasonable compensation. What is carried out 

must be respected by time otherwise harmful 
dislocations may result. Tho British Trade Union Congress in its 
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Newcastle Session of 1932 very aptly sounded the note of warning 
that “nationalisation must be gradual and oyer a long period . Not 
inaptly if nationalisation is at all prescribed as a medicine for 
curing some ills of our body organism the doses must be adminis¬ 
tered prudently and gradually. In the present industrial policy 
such a ‘time norm’ has been honourably respected and shrewdly 
maintained. Considering the economic ills of the country as a whole 
it has got to be admitted that the disease has been rightly diagnosed 
and the doses have been prescribed in the right quantity and for 
the right time. The young socialists fail to realise the importance 
of such a norm and want their uphill ideal to be built overnight 
without feeling whatsoever the dangers of a rash and negligent 
driving. However, young people are not old people and the former 

are generally swayed by sentiments. 

The other ‘norm’ in the matter of nationalisation is the consider¬ 
ation of a proper compensation. The British Trade Union Congress 
at its Newcastle session in 1938 rightly pointed out that “nationalis¬ 
ation without compensation would penalise those who, seoure in the 
stability and loyality of ‘public institutions, have endeavoured, within 
the scope of legality, to invest their capital and to create by their 
work and industry”. The Code of Social Principles prepared by the 
International Union of Social Studies also maintained that “their 
taking over is subject to such compensation . When we examine 
the recent industrial policy of the Govornment we find that the ‘com¬ 
pensation norm’ has been well provided in it. 

Besides all these, monopoly question should also be one of the 
governing norms in determining what ought and what ought not to 
bo nationalised. Considering the tyranny of those having monopoly 
power it seems desirable in the social interests to nationalise such 
industries on ethical as well as on economic grounds in order to 
deny individuals the great economic power they carry with them 
which, as a matter of fact, should be exercised by the state as the 
representative of the present community and the trustee for the 
posterity. The attitude of the government gleams through its reoenfc 
industrial policy and the note of warning which it contains that if 
any industry run by private enterprisers is working in an unsatis¬ 
factory condition the government will take it over provides sufficient 
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t : nrna A and the danger of monopoly or the 

sisr- p rr to r - -*» - “ 

that individuals cannot be permitted to pursue tarowa ^ 

and inclinations, however random, at the .«P- 
Very recently when the cloth prices were soaring high after’t "a 
decontrolled, Pandit Nehru in the same spint gave a warnin^ that h 
would nationalise the textile industry .1 the m.llowner. would not see 
their way. But there are people who object to ta mg ov 
industry for eliminating monopoly conditions. They mamta.n that 
there are three alternatives.-monopoly, nationalisation andbre - 
up of the monopoly , and it is always better to adopt the last 
alternative instead of nationalising the industry outright. On face of 
the argument it appears to be quite reasonable, but on proper 
examination it betrays lack of close consideration and appreciation of 
all the facts involved. The argument for the break-up ol monopo y 
or the restoration of competitive conditions by declaring illegal tho 
various forms of monopolistic combinations is pregnant with difficul¬ 
ties and inherent pitfalls. Tho recent rise of cloth prices and its great 
smuggling into Pakistan' showed that in spite of severe and prompt 
Government measures the heavy smuggling could not bo totally 
stopped. It has got to he admitted that in the struggle of wits 
between tho businessmen and the Government the former is always 
one trick ahead and has apparently one more triok-card to play when 
tho present trick has been trumped. The method of breaking up of 
monopoly oan at best he applied only to tho temporary forms of 
monopoly associations. It cannot at all be possible oven for the 
shrewd industrial scientists to disintegrate a monopoly into its 
atomic parts and renovate atomistic competition bused on fairness 
and social justice. In such an attempt a single monopoly is 
disintegrated into a small number of individual units and the 
competition of a few firms is entirely different from tho competition 
in general. Besides there being tho difficulty of determining the 
price, tho price policy of each of such units will greatly depend upon 
how one thinks and changes one’s views and how others will react to 
these views or change in views. Willing co-operators oan only bo 
4 
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turned into unwilling competitors but this will not bring any change 
in the previous policy and becomes tantamount to the same old 
conditions. 

The other norm essential for the adoption of nationalisation is the 
common good—which term embraoes within itself those different 
formB of industry which carry with themselves an opportunity too 
great for being in the hands of private enterprisers who will simply 
exploit the public at large. It thus covers industries like hydroelectric 
power stations, electrical energy, war munitions, public utility 
concerns etc. The government's industrial policy fully and finely 
incorporates such a norm in their policy of nationalisation. 

There are people who believe in the futility .of nationalisation 
on the ground that the state cannot manage the industry in an 
efficient way. Suoh people belong to the school of Mr. Harold 
MacMillan who once remarked in the House of Commons on Novem¬ 
ber 20, 1946, that “the government’s functions are strategic, and those 
of the industry and commerce tactical. The two functions should not 
be assumed by the same body specially when that body itself suffers 
from red-tapism, nepotism, inertia with constant change of hands 
and heads taking place". Such persons who question the expediency 
of government ownership and control have got a misconception 
and, therefore, they have more doubts about the ability, stability and 
wisdom of subjecting industrial conoerns to suoh fickle and changing 
bodies as the legislature or local authorities with changeable boards 
and committees than about the organising capacity and efficiency of 
those who are in charge of these boards. There might be defects in 
the system of administration to which a nationalised industry is put 
but it cannot prove in any way the undesirability of the soheme 
itself. Some particular defect in the system of management of some 
particular object which has been newly taken up for the common 
good and for the mass betterment does not mean that the objeot 
itself be given up and neglected as before, but simply points about the 
necessity of improving the methods of management. Some defect or 
mistake in the treatment of a patient should never mean that the 
patient be left on the bed crying in agony but it simply suggests and 
necessitates a better method of treatment. The world would never 
have progressed if such a diffident attitude would have been taken. A 
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from of administration that can at best secure at once th y 
of industrial policy and consideration of interests broader than wbat 
private enterpriser can think of would be the best measure to ensu 
safeguard against the bureaucratic methods and nepotism of the 
defective administration. Tota. nat,enaction, of course. >s n 
prescribable at this time here, as the Government of ' 
present of opinion, for it amounts to collectivism overnight for which 
the social and the economic conditions of India,do no tahow . for 
the time being partial nationalisation deserves i s a ^ 

balanced judgment with regard to thc t “ tUre “” ide th6 

•wait and sec’. As Mr. Hobson remarked the foturewP 

tests of these claims on behalf of nationalisation of . 

While nationalisation must be regarded as on trial and therefore 

should be attempted halfway . . , 7 *u 

The Industrial policy of the Government of India of t 

April. 194B, envisaged the establishment of pub he corporaUons or he 

management of industries taken over or run by the 

Public Government. The constitution and operation o 

Corp0rati ° n public corporations have been the most s.gnihcant 

development of the recent 

political and economic strategy of the last war gave added impetus to 

bil industrial innovation. The underlying idea in ” 

of public corporations for running industries has been to , rov.de 
TO from the display of irresponsible economic power, power 
::::: hyTbe 0 -ssion o, wealth by self-seeking individuals 

regardless of social welfare. In India particularly, the growing inroad 
of the private capitalists and the resulting haphazard, halting and 
lopsided development of industries have given growing realisation 
about the urgent and virtual necessity for an industrial p among on 

national and social scale for achieving lism^ itb s 

securing peace and development in the oountry. What ,8 more, h 
also been clear "that public corporations, in one form or the othe, 
have to he made instruments for the introduction and working of a 
planned economy. They are. taken together, as an important develop - 
mont in the field both of political and economic institutions, because. 
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with the state assuming a determinant role in the initiating and 
carrying out of economic policies, all economic policies become a 
matter of political judgment and deoision.” 1 

Public corporations have assumed various forms to suit the 
functions entrusted to them- Generally, when a state owns and 
operates any economio enterprise it specially constitutes a board or 
ad hoc committee for running the enterprise. Such a board or public 
corporation not only plans and oontrols but also administers and 
operates the enterprise. Publio corporation for the control and 
conduct of nationalised industries, as indicated by the Government 
of India’s Industrial Policy of April, 1918, is to be of such a type 
and nature. Besides such types of public corporations, there may 
be its quite another type which executes publio polioy and fulfils 
social purposes by merely planning, investigating, regulating and 
controlling without actually administering or running the enterprise. 
The Damodar Valley Corporation in India,’the Tennessee Valley 
Authority in America, the Port of London Authority in England 
eto. are examples of such latter type of public corporations. 


Ever since the announcement of the last Industrial Policy by 
the Government of India about the establishment of public corpora¬ 
tions for the management of state enterprises it was thought that 

Joint stock com Government would specially constitute a statutory 

pany principle board or corporation for the management of snch 

industries. 8fcate enterprises in which.private initiative or capital 

would have no hand at all. It was thought to be 
a purely public corporation controlling and operating a purely 
public enterprise with private hands having to do nothing with it. 
But the Government whioh in its industrial policy of 1948 indicated 
the necessity of having in India, at least for the present, a combina¬ 
tion of public and private enterprises as a method of development 
of eoonomic resources in India, has also emphasised the same 


principle and policy even in the management of such industries 
as the Government likes to run itself. By a recent announce¬ 
ment about the conduct, and control of state industries the Govern¬ 
ment of India have indicated their policy of running such industries 


1. Dr. Gyan Chand—Public corporation. 




NATIONALISATION OF INDUSTRIES—II 


63 


on ‘Joint Stock Company’ principle. The management of Sindri 
Fertilizer Industry, for example, has been organised on Joint 
Stock Company line and it has been decided that besides the 
Government of India owning the majority of controlling sharee in 
the name of the President of Indian Republic its shares would also 
be distributed among and owned by the different State Governments 
aDd a limited number of shares would also be floated for being sub¬ 
scribed by private individuals. As in a Joint Stock Company the 
affairs of the industry would be looked into and controlled by a 
Board of Directors of which the Chairman would he nominated by 
the Government of India The Board of Directors, on which 
also the Government of India would thus have a controlling voice, 
would in its turn be guided and controlled in the conduct of the 
affairs of the industry by the Central Government Ministry which 
would ultimately have a final say in all matters. The management 
of the industry will be reviewed periodically and the Board would 
be accountable for its day-to-day policy and administration. The 
rate of dividend payable on the shares would he controlled by the 
Government to check undue acquisition of wealth by private indivi¬ 
duals than what is socially desirable. 

It appears that even in the running of State enterprises the 

Government seeks and endeavours to encourage, mobilise and tap 

Private CO private resources and canalise those private 
operational* resources and reserves to such industrial activities as 
State enterprises. ^ thfl boundg of public or social welfare 

and as can fit in and accord with contents of the present society 
which has been characterised by R. H- Tawney as functional as 
distinguished from the acquisitive society in which profit economy 
of capitalistic regime was so prominent. 1 Such a combination 
and co-ordination of private resources with the publicly owned and 
managed industries, besides eliminating the pernicious effects of 
private capital and competition, would ensure a new outlook in the 
industrial and social sphere which would ultimately mean that 
wealth would become the servant rather than the master of roan. 
For this purpose, further more, it would be very ncocsBary^th^ 

1. For a detailed discussion on this point, sec R. H. 1 awncy—The AcquisU 
tivc Society. 
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part of the Government to see that private shareholders are in no 
position of strong authority in the management of industry and that 
they are simply entitled to a low rate of dividend on the capital 
invested without any title to industrial control or higher profits. The 
private resources engaged in such State enterprises are more for the 
performance of the social duties towards their society than for their 
rights to acquire wealth with wealth. The Government, on the 
other hand, in seeking their investments in State enterprises has an 
aim to protect their private asset as invested in such State enter¬ 
prises, not for a mere individual enrichment but better as an 
individual asset acquired and maintained for the discharge of social 
obligations. 

As the range of State activities expands and is extended to other 
industries of the country the number of such public corporations 
charged with the function of performing economic activities on 
Need for a Co- behalf of the state will gradually and greatly increase, 
ordinaiing Board, ip^e jjmjjfoej. 0 f g nc h corporations, running state enter¬ 
prises, having increased further and further, it will be very necessary 
that their activities are co-ordinated and inter-related. If each 
Corporation or Board is worked and conducted as a self-contained 
unit without having to do with the policy and position of other 
corporations there will not only be a conflicting development of 
the industries but would also result in industrial confusion and waste 
of much of the economic resources and reserves. In future, therefore, 
it would be necessary for the Government of India to create a central 
Industrial Co-ordinatisg Board which will remain in close touch 
with all corporations conducting and managing 6tate industries. 
Such a central Industrial Co-ordinating Board would unify the 
administration and development of all public enterprises and work 
out socially desirable norms and standards for industries run by 
the State. 

Such industries as are run by the State would have a virtual 
monopoly in the production and distribution of the goods, and it 
is therefore very essential for the Government to see that besides 
having a social purpose behind such a State monopoly, it remains 
immune from the besetting sins of all monopolies like self-compla¬ 
cency, false pretences and deadening callousness. As such State 
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monopolies will not have the impetus of work from the stress^ of 

increasing profits under the general conopet,trve pressure these 

• will have to develop the working impetus fr 

state enterprises will have to aev F rofit8 

within. Instead of being motivated by the thirst fo „ 

it would have to be impelled by a ouest - *"»“« -J 

means by which the community at large 8 

Vigilance better service at cheaper price. t wi r 

" ql “" constant vigilance by the Government to see that 

the corporate feelings of the Boards or Corporations & 

ment of such industries does not ^-^ ^u imilrtance. as is 
pride into the exaggerated sense o ^ cen6r al slothness 

usual with the departments the66 state enter,.rises 
and eordidness. In ord , necessary that in 

Industrial a , 1 ministritive Service or Indian 1 

— ::,r IT'ilouuel of the Slate enterprises 

in industries would he selected and appointed by a,, , 

Service Commission coushding - ^soune, before 

and business members The ^ ^ ^ suitable train¬ 
being posted in different in us rie d deve i opme nt 

ing both in and outside the 80me tim0 hut if the 

of such a cadre of service wil industries which it is 

Government, having regard to the n ^ ^ an(J „ olicy 

running or would run, takes up a trained industrial 

there would he at a time no dearth ° on fruit ful and 

personnel to man and run the Mato 

socially desirable channels. 


CHAPTER IV 

RATIONALISATION OF INDUSTRIES 


India is facing to-day a crisis of production. The cost of living 
index is rising almost every month. Prices of essential goods are 
ever shootiDg up. The scarcity of cloth and other similar consumers 

goods were not as acute even in the days of full- 
PlCt i , 'idu3tr{e9. lan la8fc Second World War as it is to-day. The 

continuing deterioration in the economio condition of 
the country has brought over-burdening distress upon the large 
number of people, particularly the middle classes. The general 
picture presented is one of complete exhaustion and running down of 
our economic machinery. Production all along the industrial line 
has fallen considerably below the peak of capacity. Our industrial 
efficiency is very low in comparison with industries carried on 
elsewhere and this is on account of our working with old and 
obsolete plants, lack of efficient organisation and control, total 
absence of scientific management and optimum size of production. 
The industrial problem is, therefore, very grave inasmuch as in the 
industrial race we are not only lagging far behind but are in the 
imminent danger of falling down with a crash. The industrial 
problem which we are facing to-day is thus of a very great import and 
imperils the economic stability of our country ; economic stability— 
on which is ultimately based our whole existence. This crisis can 
only be overcome by a supreme industrial effort for the improvement 
of our industrial organisation and efficiency. In other words, if we 
want to maintain ourselves, our industries must begin rationalising 
themselves now and at once. 

But what rationalisation means and includes exactly ? The term 
‘rationalisation’ which is synonymous with technical progress may be 
used of suoh effects of large-scale and better methods of production 
and of the more efficiently and broadly applied system of what 
is called scientific management. The term rationalisation which 
appears to have first come into economio use in Germany in the 
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post-war years 

What rationali- 
sation meanf. 


of inflation and economic derangement to denote 
the type of organisation and leadership under which, 
it was in some quarters contended. German indus¬ 
tries must more than ever be arranged in order to 


stand firm against threatening dissolution . is more than n ® ceS6 ^ 
to be understood and adopted by the Indian industries as they are 
to-day in a worse plight than what the German industries were 


that post-war period. 

Rationalisation implies in itself the right organisation of indus¬ 
tries considered as types of Governments, the producers be.ng so 
related as to enable such efficient and up-to-date polices to 
applied as works specification, standardisation, non-destructive elimi¬ 
nation of the"weaker links from the industrial chain, the contro over 
the new entranta in the industrial race and this in turn indicating 
some degree of monopolistic checks and contiol of some or t le 


kind. f , 

The World Economic Conference held at Geneva in 19- ‘ e ne 

rationalisation as “the method of technique and of organi 
designed to secure the minimum of waste of either e or or 
material”. The underlying idea is the socialistic conception tha 
individuals should not be permitted to pursue their own mdmdua 
interests and inclinations, however random, at the expense o e 
community at large. Rationalisation is. therefore, a sort of semi- 
compulsory reorganisation” which eeoks to abolish wasteful and 
unnecessary competition among the different weak industrial under¬ 
takings and aims at co-ordination and combination to secure a gam 
from growth by combination where there is no gain to be secured 
from growth by expansion” 1 But there are some difficulties in 
securing Buch a gain because combination does not eusil\ result 
the consideration of such a gain inasmuch as the pain from 
advantageous combination may result from the elimination of those 
' very firms or individuals who have to decide about combination. 
Thus in a large majority of caees it so happens that industria 
firms which might profitably combine for the sake of industrial 
efficiency do not like to combine either because they feel about their 


1. Robinson—The Structure of Competitive Industry. 
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own elimination or because they prefer a weak but independent 

personality to a strong but subordinate individuality 
in the large combined unit. The one great purpose 


Purposes of 
rationalisation. 


of rationalisation here is to overcome the resistances 


of weak individual industrial units to the establishment of a co- 
ordinated and combined units of optimum size. It seeks to eliminate - 
the inefficiency of small-scale marketing and distribution ; secondly, 
like a veteran held commander rationalisation does not believe in a 
large number of weak, degenerate and infirm units but prefers better 
to have a few well-knit, organised, sturdy and strong organisations. 
As in war so in industries it is not the many but the muscular that 
yield results. Rationalisation, therefore, embodies, as its second 
purpose, a scheme to concentrate production In those units only 
which ore best equipped and efficient to undertake It, and to close 
down the week, degenerate and, therefore, le6S efficient establish¬ 
ments. Continuance of inefficient and weak firms in the industrial 
field can only cost the consumers ; it caDnot benefit them. It would 
be borne in mind that such an imposed interference for the concen¬ 
tration of production in the best equipped unitB and for the closing 
down of less efficient establishments is necessary when competitive 
conditions are not so well manifest as to bring out this desired ohange 
automatically. If there be perfect competition in the industrial field 
a contraction of output resulting from a decline in demand would' 
automatically result in a complete and compulsory dosing down of 
inefficient industrial units and the resultant concentration of produc¬ 
tion in the remaining most efficient units. Imposition and interfer¬ 
ence is, therefore, only necessary when there is imperfeot competi¬ 
tion among the industrial establishments. It is thus clear that 
rationalisation is prescribed as a pill for the cure of the ills of 
industrial productivity showing clear symptoms of inadequate and 
unscientific competition—not an excess of fair competition. By a 
compulsory combination of firms it, in other words, aims at 
limiting the varieties of products which are unnecessarily wide when 
there are unnecessarily a large number of un-optimum producers. 
Rationalisation thus saves the great waste indulged in by un¬ 
optimum producers to attraot customers. The different uneoonomic- 
sized producers, in order to attract customers, and so to prolong their - 
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existence, indulge in economically wasteful varieties of products 
which means greater costs for the producers and higher prices for 
the consumers. Poor consumers ignorant of the shrewd tactics of 
producers and easily susceptible to their manoeverings fail to under¬ 
stand that they are not given cheaply what they want but they are 
forced, or better misled, to want what the producers briDg before 
them, nationalisation seeks to eliminate such an economic waste 
by introducing industrial standardisation in production. Rational¬ 
isation is, therefore, only another name for simplification. When 
the quality of product is simplified by standardisation the produ¬ 
cers can produce more and with efficiency and accuracy, acquire 
greater skill and strength and need less capital for the production of 
such goods. Standardisation does not simnly bring advantages to the 
manufacturers but puts the wholesalers, retailers and the salesmen 
and the consumers to advantage by simplifying the process of 
marketing and soles and lowering the prices. Rationalisation thus 
increases the economy of industries by securing an increase in the 
efficiency of the utilisation of factors of production. Before 19-2 
in American hospitals the beds for patients were of different sizes. 
But President Hoover, perceiving the great waste in the production 
and maintenance of a varied type of beds, introduced standardisation 
in the American hospital beds which has exercised great economy 
by fitting a patient to any one bed of standard length, width and 
height. In other words, simplified practice and production has got a 
great value in 'he industrial field. All these are expected to secure 

large reduction in costs and prices. 

The next aspect of rationalisation may be regarded as falling 
within the ringe of planning. There are a large number of industri¬ 
al units at different places and of varying sizes ; some are doing 
well, while others are not, some are in an advanced state of efficiency, 
others are quite baokward. As a matter of fact, there has not been 
right investment and judicious operation. For a proper and healthy 
development of industries in India it is very necessary that the 
investors, and more particularly those of moderate means, should 


be forced to invest, or to alter their investments already made, in a 


judicious manner and method to secure effective industrial and 
commercial results from their own points of view and more particu- 
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larly from the point of the national economy as a whole. Most of the 
industries already established in India are as mnoh a problem as the 
new ones which may be established. Even the cotton industry which 
has the longest standing in India and has made considerable progress 
are faced with great problems,—problems of organisation, investment 
and technical progress,—which await, and even defy, a quick solution. 
A very careful and detailed analysis and enquiry into their working 
would reveal a colossal waste of men, money and material which are 
still unchecked on account of their faulty investment and erratic 
organisation and development. Such unplanned industrial organis¬ 
ations need what may be called ‘Strategic Rationalisation ; With this 
end in view, another purpose of rationalisation in Great Britain is to 
alter the supply of available capital and labour, or of the product itself 
by quick steps so that the losses of the manufacturers are reduced to 
the minimum and their profits increased to the maximum. It should, 
as a matter of fact, be the industrial rule that when there is an‘ excess 
capacity in the industry it must contract and be brought back to 
normal conditions of industrial health. Under ordinary circum¬ 
stances this is done by lowering of profits and wages and thereby 
increasing unemployment and bankruptcy instead of by a quiok 
adjustment achieved by dosing down unnecessary units and by the 
formation of a combination through state help. "Rationalisation, 
thus, becomes the substitute of anaesthetic surgery for industrial 
gangrene.” 

What rationalisation thus ultimately seeks to aim at is the 
control of economic and industrial activities through the application 
of scientific methods of production and the purposive direction to the 
various systems of production, distribution and consumption. It 
therefore tries to make the industrial race a fine and magnificent 
display of the industrial energy and initiative by eliminating the 
misdirection, miscalculation and unwise steps of the individual com¬ 
petitors and to finally co-ordinate their efforts for remunerative anta¬ 
gonism for efficiency and brotherly rivalry in lowering the cost of 
production. 

Rationalisation thus rules out the proposition that industry is 
organised to enrich individuals at any cost to the society. It thus 
relegates and shunts back considerations of self or individual interest 
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or inclination to a very inferior place. But this °hould not he 
construed to mean that personal initiative and personal efiort for 
gain is prohibited in the economic field rather the main ohjective 
of rationalisation is to increase individual and national income by 
some methods of control and supervision, alteration, modification and 
organisation, either by state or otherwise, combined and co-ordinated 
with better technique and better organisation. 

Successful industrial enterprise means sound policies at every turn. 

Sound policies mean sound leadership and sound 
Sound policies. leadership means efficient control, and to control it 

efficiently it is necessary to control the whole part of it and to recon¬ 
struct and reorganise all the elemental parts of the huge industrial 
machine. Right organisation of industries gives a hold over the 
market and means the organisation of industries against the inroads 
and uncertainties, inefficient production, overlapping and weak dis¬ 
tribution and selling. It is this type of organisation which is other¬ 
wise known as industrial rationalisation. 

Industrial excesses, destructiveness and anarchy of modern indus¬ 
trial competition is checked and controlled and replaced by stability, 
economic levels, productiveness and peacefulness. The resources 
involved in the industry are personal and subject to the risk of loss. 
It is regarded as of national importance that resources should not be 
wasted or lost at any cost and the desire of rationalisation appeals 
to this conception of general national economy. Such an industrial 
organisation may be got either by fighting it out —the method of 
bankruptcy and insolvency—or hv some kind of absorption or amal¬ 
gamation in one well organised unit 

What national interest wants und what rationalisation seeks to 

IVM , , accomplish is that the fringe of smaller business is 

What nation il 1 

interest wants. moro rationally dealt with, the unintelligent mass 

of consumers are served cheaply but finely. The 
poor community is saved from the charge upon them through higher 
prices due to over-investment and that the potential industrial energy 
is conserved and not fritted away. Again such an organisation oan 
be maintained by steps taken to prevent or impede the free entrance 
of new-comers without showing sufficient and satisfactory bonafidee 
of their industrial identity. Development is desired from within as far 
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as possible through the democratic discretion of one governing body. 

With the growth of rationalised business management a change 
takes place in the relation of price determination to the dynamics of 
productive flow. The management of price under rationalised indus¬ 
tries is to be a compromise between the interest of the consumers, 
the shareholders, provision for the needed development to come and 
reserve for contingencies and contingent liabilities. 

Scientific Manage- At this stage of discussion misconception is apt to 
ment & Rational- ar i 8 e between the two overlapping terms 'scientific 

management’ & ‘rationalisation’. As a matter of 
fact the two are not one ; and the distinction between the two is the 
difference between the whole and part. As economic concepts, 
scientific management connotes the best organisation of an indus¬ 
trial unit and is essentially an industrial scheme of waste reduction ; 
rationalisation, on the other hand, pays more stress and attention to 
the economic side of the business—the conscious planning of the 
whole industrial economy of the whole nation. Again the size of the 
industrial organisation differs with each of the two. Soientifio 
management may not lead to and result in combination ; whereas 
trustification of some form or the other is essential and characteristic 
feature of any rationalised scheme of industrial organisation. 

In practice rationalisation often lifts its eyes from below the 
simple technicalities and contemplates the further and wider horizons 
of business and looks to the larger problems of the industry as a 
whole viewed from the economic and national view point including 
even scientific management. Both are mutually essential for one 
another, merge into each other and are like the various fabrios or 
strands adding to the beauty, by their variegated colours, of the 
rationalised carpet which they compose. 

Rationalisation does not simply mean the scientific organisation 
of simply plants and machineries but includes the “soientifio organi¬ 
sation of labour, standardisation of both materials and production, 
simplification of processes and the improvement in the system of 
transport and marketing”. Thus it implies a complete revolution 
in individual conception of industrial management demanding a 
new spirit involving a thorough change in the attitude of those 
running the industrial race. 



RATIONALISATION OF INDUSTRIES 


63 


It creates a new outlook not simply for the immediate purpose for 
which the industry is maintained but also for the ways and means, 
methods and manners of scrutinising and solving the countless 
complex problems that come up in course of the constant industrial 
activities of diverse types. Rationalisation thus involves not merely 
a change of technique but of thoughts as well. 

Not only the actual scientific discoveries are recognised and 
taken account of in rationalisation but also the mechanism of 
thoughts evolved by the physical sciences are applied in solving 
problems that the dynamics of business brings forth at each turn. 
Rationalisation thus includes within itself a wide variety ol things 
and aspects including psychology as applied to the working life of 
individuals in industry and research bearing on the problems and 
systems of wage payments, profit-sharing, co-partnership, works 
counoil eto. Rationalisation is, therefore, an industrial term which 
can be used in two main senses—narrow and broad. In its narrow 
sense rationalisation implies a system of business management which 
is akin to, but less than, what is called scientific management. 
Considered from this point of view it aims at increased productivity 
by means of experiments with the help of better workers, right 
division of labour, scientific system of wage-payments etc. Like 
the system of scientific management it attempts to improve indus¬ 
trial productivity by experiments and analysis but it is something 
less than scientific management proper because under rationalisation 
the experiments and analysis are not so detailed and thorough-going 
as under scientific management. The experiments under rationali¬ 
sation do not involve either such a lengthy process or expensive 
procedure of analysis and observation as under scientific management. 
Rationalisation is after all a short-cut to scientific management and 
that is why it is preferred as a substitute for scientific management 
by many industries. But in the broad sense its scope is much 
wider and beyond the more production department of an industry; 
it aims at re-organising and re-orientating the whole industry in 
order to increase the industrial efficiency to the maximum. 

How to achieve nationalisation involves and implies sevoral aspects 
rationalisation. an d may ac hi eved j n Bevera i way8 . But generally 

it is aohieved on three different lines. There may thus bo only a 
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finanoial rationalisation resulting in the elimination of unnecessary 
duplication of plants and equipments preventing the overcapitalisa¬ 
tion of an industry. It brings forth an integration of industries— 
either vertical or horizontal or of the lateral type. This is how after 
the foundation of the U. S- Steel Corporation, Judge Grey stated 
that the combined firm required 50 per cent less capital than they 
had needed before as independents. 

Rationalisation may mean also simply the standardisation of types- 
and the substitution of hand labour by machines. Rationalisation 
thus endeavours to secure the maximum of industrial efficiency with 
the minimum of efforts. Economic and human resources are fruit¬ 
fully utilised, cost of production goes down, prices stand reduced and 
the general out-turn of products is levered up. To the producers and 
the businessmen it will mean higher and greater profits, to the consu¬ 
mers it will mean lower prices and cheaper goods and to the wage- 
earners a better and higher reward for labour—ultimately leading to 
contentment and happiness all around. 

But in spite of these achievements and advantages on its credit 
side, rationalisation is opposed by Borne on technical grounds and 

there it is faced with some difficulties. Firstly, it is 

Objections o ar g Ue( j that as rationalisation brings consolidation 
rationalisation. h 

and integration of industries it is bound to result in 
monopolistic combination with dictatorship over prices. Adam Smith 
once remarked that when several competitors combine the result is 
some conspiracy against the public But in an economio analysis it 
is not the monopolistic combination that is bad; rather to some 
extent it is necessary for stability of industries in general. What is 
undesirable actually is the monopolistic price dictatorship, and if 
rationalisation yields such a price dictatorship it is definitely not a 
desirable social or economic fruit that should be aimed at. But it 
should be recognised that monopolistic combination in rationalisation 
sobemes is something else, while the administrative idea of prioe 
policy in such a soheme is worked out with a large factor of com¬ 
promise to suit the community at largo. The defenoe of rationalisation 
is just this difference between the administrative and the monopol¬ 
istic prices or at least a claim that there is such a difference. 

Next it has been argued that rationalisation calls for a high 
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degree of technical and business ability to oontrol industry which may 

not be forthcoming readily. But it is merely foolish to suggest that 

Buoh capable individuals may not be found. The history of Amen- 
can Trusts in particular, of English and German combinations to some 
what less extent bears eloquent testimony to the ability of indivi¬ 
duals not only to create but also to control giant organisations. 
Though such men are not. easy to be found it may be said that when 
an industry has passed through the first period of fundamental re¬ 
organisation “the qualities in its leaders are those of the civil 
servants rather than those of the adventurers”. If that is the case 
there is every reason to believe that the rationalised industry will 

survive with undiminished vigour and efficiency. 

The requirement of a large fund of capital for the carrying out of 
any rationalisation scheme is the other difficulty pointed out and 
this is real and serious. The failure of the ambitious rationalisation 
scheme in the Bombay mill industry and the abandonment of the 
merger plan of over 30 mills in 1931 due to financial difficulties are 
cases in point. But this is a difficulty which is not insurmountable. 
Capital may be laoking at one time for certain reasons but it 
may not be the case all the time. Instead of becoming despondent, 
therefore, over this, it is expected that looking into the advantages 
that rationalisation oan bring for industries the different industries 
effecting a scheme of rationalisation would pull togother and pull 
vigorously ; and when there is a gonuino and sincere industrial 
understanding regarding the utilities of a rationalised scheme there 
would be no difficulty arising out of capital consideration if the 
different industries concerned with the scheme work on a co-opera¬ 
tive basis to oolleot the necessary finance for rationalising their 

industries. 

The most serious charge, however, against rationalisation is that 
by eliminating the less efficient units and introducing more machi¬ 
neries it creates technological unemployment. All 
Tcchonologlcal indu8trial ©fficienoy consists in trying to do with 
Unemployment. m0n what w0 hay0 hitherto been doing with 

ten men. It consists in creating unemployments 1 ”. Thus in 1921 
when Sir Henry Ford rationalised his industry ho was able to reduoe 


1. Robinson—The Structure of competitive Industry, P. 2. 
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the “number of workers employed for every car built daily from six¬ 
teen to nine.” Rationalisation has always released some workers 
from employment from the industry thus re-organised. Bo long as 
this released workers remain unemployed rationalisation may he 
regarded as an evil ; but if there is the scope, provision and facility 
for the reemployment of these unemployed, rationalisation is clapped 
every time it succeeds in adding to the unemployment figure. Thus 
if there is the curing of this connsequence of rationalisation there is 
nothing to fear that rationalisation will necessarily leave an army of 
workers unemployed and unprovided. If there are enough of savings 
in the country, if business enterprise is well developed and prices and 
business conditions are optimistic the persons released due to rationa¬ 
lisation are reabsorbed in some other industry. Contrary to the 
popular bolief the introduction of machinery enlarges the sphere of 
labour and tends to improve their conditions in course of time an 
economic concept which the average man does not realise on account 
of his being lulled into his belief in the “lump of labour” theory. 
Thus any sweeping remark on preconceived notion that reorganisa¬ 
tion in industries must necessarily mean increasing unemployment is 
based on this "lump of labour theory” according to which, in short, 
labour released by machinery and industrial reorganisation is labour 
unemployed and nothing more. " 

Whether rationalisation will ultimately result in actual unemploy¬ 
ment or it will end in re-absorption of the released workers depends 
upon the time when rationalisation is carried out. If rationalisation 
carried out is well-timed and there is rising prices, brighter prospects, 
increasing demand from consumers there would be no difficulty in 
re-absorbing the already released. Not only the present demand 
of tho consumers but also the expected future wants of the 
consumers aot as a stimulus to the business community in making 
investments to meet these present and the guessed future wants of 
the consumers. All thoso result in the acceleration of the productive 
machinery whioh ultimately means the increasing employment of the 
unemployed. But if rationalisation is carried out during a period 
of falling prioes unemployment may result. For during such a period 
the business enterprise is slow, profit low and on aooount of a olouded 
business sky the vision and instinct of the business community as a 
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•whole is so limited that the "intelligent antieipation of future wants" 
by them is delayed and because of there being a general derress.oc 
in trade and industry they either do not possess the will to under 
take investment and production or they have not the proper means 
(or business undertaking and the released workers thus remain 

unemployed instead of being absorbed. . 

There is still another argument regarding unemployment resulting 

from an ill-timed rationalisation which though quite plausible on its 
(ace loses its force on closer analysis. It .8 thus also said that 
rationalisation is carried out during a period of falling prices 
unemployment ia bound to persist because during such periods wage 
Letsdo not fall in proportion to the fall in prices and businessmen 
in search for economy try retrenchment i and on account, of the 
disparity between price level and wage levei the retrenched 
workers are not absorbed in any industry which ultimately results 
in the persistence of unemployment. But a closer examination 
of the argument advanced shows that things are quite the other 
way that is true. Rationalisation instead of aggravating he 
retrenchment evil simply cures it. What exactly happens is ha 
purchasing power ia not destroyed , at times only its direction is 
changed. A decrease in demand for one commodity ,s simply foU 
owed by an increase in demand for some other commodity. Thus 
industries having the increased demand (or their products, due to a 
shift of the consumers’ wants in their favour, can offer- scope and 
facility for the absorption of retrenched workers. Moreover, 
rationalisation by its prevention of wastes and unnecessary dup lea. 
tion results in reduced costs of production and the accompanying fall 
iD prices of the goods encourages the consumers to buy at a reduced 

price what they previously did not like to buy because °' h ‘S h 
This has a double advantage. Firstly, lowering of prices because 
of reduced costs of production not only increases the present wants 
already existing inthe market but also creates new wants and there, 
by creates a wider market for the industrial production which ulti¬ 
mately means inereaaing production, greater profits and encoureg ng 
investment and better and greater employment. Secondly, because 
oi this out in costs and prices consumers are able to buy the same 
amount of goods by spending lees and thereby there ie an all round 
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savings both by the industries themselves and the consumers—savings 
by the industries because of reduced costs of production and savings 
by the consumers because of the cheaper goods. In Soviet Eussia 
when Stakhanovism, a term used for rationalisation and scientifio 
management, was developed in the middle ‘30’s it was quite com¬ 
monly attributed by Stakhanov himself, the pioneer of the movement 
for the rationalisation and scientific management of industries, and 
after whom the movement has been named and known, that it would 
save enormons capital in the country. "Part of the effects of Stakah- 
ovism, it is true, was capital saving. This had two aspects : first, 
it increased the output from a given plant ;'secondly, it enabled a 
given volume of current investment to “go further” and hence ultima¬ 
tely to be more productive”.! Speaking of Stakhanovism in the 
Russian shoe and boot industry aod the resultant savings thereof 
Liubimov, Commissar for Light Industry made the following obser¬ 
vations on the 21st December, 1935 :— 

"The Stakhanov movement in the Shoe industry will enable us to 
fulfil the five year plan with the old factories and the new under 
construction and to abandon the idea of constructing the two new 
shoe factories provided for in the second five year plan at a cost of 

36 million roubles each, thus saving 72 million rubbles”. 2 

Such savings by the consumers and the industries are the rational 

savings as such and can be tapped for suoh other fruitful investments 
as may appear necessary and more advantageous for the general well¬ 
being. If these savings are hoarded the industrial prospeot after 
rationalisation is not bright, for in that case there may not be further 
and fresh openings for the absorption of the released workers. Bub 
rationalisation by reducing costs, encouraging consumers’ wants and 
increasing profits opens up fascinating fields for fresh and further 
investments of their saved money both by the general public and the 
industrialists. In the long run, therefore, as a result of larger and 
more efficient production, decreasing costs, lower' prices and better 
standard of living unemployment will fall off. There may be some 
temporary maladjustment at first but there will not bo increased 
unemployment. 


1. Dobb-Soviet Planning and Labour. 

2. Soviet Union 1^36 page 468 (as quoted by Dobb in his Soviet Planning) 
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Beside, these temporary maladjustments arising out of rationali¬ 
sation can be very much toned down if the management of the 
industries are made such that the workers themselves are able to 
inculcate and initiate the rationalisation of their working methods 
as in Russia. That way rationalisation can work wonders, and 
industries and industrialists instead of being an object of attack 
and criticisms will be taken into confidence and credit * 

In India this question of rationalisation of Industries vis-a-vis 
effective measures for the rehabilitation of retrenched industrial 

personnel has closely been examined by the Plan- 
Rationalisation n j Q g Q omm i 9S ion. Under the auspices of the Plan- 
&R-hbihtatU> n Commission the Sub-Committee of the Indus¬ 

tries Development Committee, comprising represen¬ 
tatives of workers and employers and presided over by Shri Gulzari 
Lai Nanda met on the 22nd April, 1951 to consider the question 
of the rationalisation of Indian industries in the light of the pioblem 
of retrenchment and rehabilitation resulting from rational! ntion 
methods. Some very important and interesting discussions were 
held and the Sub-committee reached at the following roa 


conclusions 


1. That every effort should be made to take 

Recommendations effective measures to minimise the effects 

committee*of unemployment arising out of rationalisation. 

Industries Deve- 2 That an effective scheme should bo formula e 

'SSEtee. and worked out tor the rehablitationof such 

unemployed workers and also tor provrding faol- 

litios for training and maintenance during the period of tra.mng 


°' 7" That "the workers ehouid receiye a proportionate share in 
the gains of the industries out of rationalisat.on due to the add.- 

tional efforts of the workers themselves. 

4 That a permanent Joint Board consisting of representatives 

of the Government, workers and employers should be set up for 
the implementation of the various proposals made out regard.ng 

rationalisation and the consequent rehabilitation. 

The subject of retrenchment as a result of rationalisation was 

• See Chapter V on ’Humanisation of Industries . 
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a matter of detailed consideration by the Sub-committee and it 
made some further interesting observations about it It was the- 
opinion of the Sub-committee that retrenchment should be the 
minimum necessary and resorted to only when there is full justi 
fication for it. In other words, it meant to emphasise that retrench¬ 
ment should not involve victimisation on the plea of rationalisation 
—a fear arising out af our experiences of the capitalistic methods of 
production. Seoondly, the Sub-committee recommended that 
retrenchment should be confined only to those who are freshly 
employed”. Thirdly, it was opined that subject to the availability of 
raw materials, capital goods, demand for production etc. there should 
be an extension of machinery to absorb the labour force rendered 
superfluous due to technological improvements in industries. 


As effective measure to minimise the effects of unemployment 
that may arise as a result of rationalisation the Sub-committee 
further suggested the stoppage of fresh recruitment, non-filling of 
vacancies arising out of retirements or death, offer of employment 
of the surplus labour forces in other departments of the industries 
with the same pay and service and encouragement of voluntary 
retrenchment by payment of gratuity by the industries. 

On closely examining the recommendations of the Sub-committee 
about rationalisation and rehabilitation one obvious fact that 

emerges out is that the Sub-oommittee 8 recommend- 
Defecta of the t tions are defective in two senses in that (i) it hae 
fecommendarton. thrown all the responsibility for minimising the 

effects of unemployment, due to rationalisation, over 
the employers and in that (ii) ‘‘in its efforts to minimise retrench¬ 
ment it has virtually branded out only the new comers and has thus 
suggested that retrenchment should only be confined to those who are 
.‘freshly employed.’ 

Any system that shifts the responsibility of minimising the 
effects of unemployment only on one Bhoulder cannot succeed. In 
minimising the effects of suoh unemployment there must be 
a triangular effort—efforts on the part of the Government, 
employers and the workers ; unless they all pull together nothing 
can be expected of it. Ours is an un-developed country of 
underdeveloped economy with proverty in its midst of plenty and 
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aB such requires a very cautious and careiul planning and probing. 

If the Government, therefore, instead of squandering the capital 
resources on ill-conceived plane makes a proper use of its tan money 
and other resources on well thought-out schemes of economic develop¬ 
ment there can be, in that case, much relief to the retrenched personneh 
If the potential resources are thus properly harnessed much of J 
fields and pastures new’ would be made available for the retrenc 
workers to live upon. In the harnessing of these potent al 
and developing the country's economy the employers have» 
to do as the Government. The employers can make further and 

not co-operate with the works of production and make the .»*«* a 
field an arena of political strife all schemes of -y possiUe * ^ 

mentmust ultimately fail. ^^ Tount of 

multiplying at the 1961 census rate of 13 4 P 6r c6nt all 

economic development can be of any help. Co-operation 

kinds is badly needed in our economic spheres. tho 

J.ZZZ that Retrenchment should 

and spirit of rationalisation. This along with the commit 

recruitments and idling P ,, ri noiple of rationalisation, 

further amounts to a negation of the " efficient by the more 
Bationaiisation implies replacement ‘h 'es^ effi ^ 

efficient and it is not "eceesa^ that w hich old 

hands may be very inefficient and require replacement by new 
ftflicient hands But the recommendation of the su -comm 
ha retrenchment shouid he confined on.y to new-comers entirely 
forbid y retrenchment of old hands no matter howsoever ineffi- 
e nt they might he. Efficiency does not depend on the term of 
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service ; it depends on qualification, intelligence, grasp and earnest¬ 
ness all of which may be present in a new commer and quite lacking 
in old workers. Thus in confining the retrenchment only to the 
new comers the Sub-commitee makes the industrial unit greatly 
statio which is anything except rationalisation. In order to have a 
full and free and fair competition there should be no discrimination 
against the new-comers and protection for the old hands when it is 
not justified by their efficiency. Such safeguards offered to those 
already in employment will mean greater inefficiency and negligence 
on the part of those who are already in employment and would only 
reverse the rationalisation results. Efficiency and not the term of 
service should determine the basis of retrenchment. 

"While discussing the rationalisation and retrenchment problems 

the Sub-committee also emphasised the Deeessity of launching 
housing schemes for industrial workers. In this connection it is to 
be recalled that the Planning Commission has already formulated 
a scheme for constructing one million houses for the industrial 
workers during the next ten years which is estimated to cost about 
Es. 400 crores. But due to financial stringencies it is planned to 
start the construction of only one lakh houses, during the first two 
years in twenty seven towns of Bombay, Madras, West Bengal, 
Bihar, Madhya Pradesh, Uttar Pradesh and East Punjab. But even 
when the housing programme and plans have been greatly minimised 
there are not yet sufficient money available for even this small 
beginning and the whole thing is lying in abeyance. What is to 
bo emphasised here is that while making this suggestion for the 
housing scheme the Sub-committee seems to have forgotten the main 
objectives of the rationalisation and remembered elaborate pro¬ 
grammes for convenience and comforts of labourer without looking 
into the average cost of workers that has been rising in recent years. 
While the average cost per worker per day has gone up from 
Es. 2/5;- in 1946 to Es. 3/3/- in 1947 and the per capita inoome of 
workers from Es. 221.55 in 1939 to Es. 719 in 1948, their productive 
efficiency has gone down enormously. It has been estimated that 
in case of the iron and steel industry wages have gone up by 197 per 
cent and the total works cost in case of the Tata Iron and Steel 
Company has gone up by 157 per cent. As against these increases 
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the efficiency of the workers has gone down. As a matter of facUh 

Iron and Steel industry in India i. employing four times th»» 
of men employed in foreign countries for a eorrespondrng outpuh 

There is almost a similiar case with the Jute Indus ry 

it is estimated that if Jute industry is properly r.t,o». >«d h 

present output can he secured only with the 

workers now employed. Eationalisat, on is emphasised upon s mp^ 

becanse the Indian industries are work.ng under n «»»«*• ry 
heavy strain, but the Sub-committee instead of formulati g y 

practical suggestion for minimising this nnnecessaiy cost of burde 

upon the industries has simply sought to increase this load by - 6 

suggestions for an elaborate housing programme Eationa , ation 

is an economic concept and has not much to do wi 
sentiments if it is to be introduced properly for best results. 
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' CHAPTER V 

HUMANISATION OF INDUSTRIES. 

The industrial fabric is an interweaving of human elements and 

material elements—the human element is the 

, j Wh , at iru n i warp, while interlocking with this warp are the 
industrial fabric , , , ,, 

material elements working as the woof of the fabric. 

Human element—the warp of the industrial fabric—is the 
strengh giving element and appearing and re-appearing it holds 
the entire fabric together and adds life, character and continuity 
to it. Andrew Carnegie spoke of this industrial human personnel 
as the most important element in business because, he said, with 
the help of these he could replace destroyed physical equipment 
neoessary to construct or re-build the business structure. While 
J. P. Morgan the famous industrialist of America asserted that 
the human element in industries was of outstanding importance and 
pointed out with confidence that the whole industrial structure was 

based and built upon the human character. In- 
Importance of dustrial activities arise out of the needs and desires 
h £E3*JST* of the human beings for various necessities varying 

from the bare necessities of life to the comforts 
and luxuries. Human wants are unlimited ; and pressed by the 
devastating torrents of wants and necessities industries engage them¬ 
selves in the various activities towards producing and acquiring the 
various goods and servioes necessary for human life, betterment 
and improved standard. Human wants are, therefore, both the 
cause and effect of industries; and industries as suoh, are the 
human activities designed and directed towards the production 
and consumption of goods and servioes through exchange or . 
transfer between man and man. What indnstries produce, 
through the human labour employed in them, human beings 
consume or in other words it may be said that human beings 
consume what the industries produce. Industry, therefore, reaches its 
culmination at the point where the technical process of production 
ends and the human process of consumption begins and at that 
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central point where the tail of product.." 

human hands and the head of c° DBU “P '°“ tbe hum an side 

industrialists stand watching alertly both the s d 

consisting of the workers and the consumers and the matenal 

consisting of goods and machineries- industries 

The oregoing important aspect of human elements <” 

, • K r jpf the human purpose foi tne 

amply serves to emphasise in J ^ ^ mch an >ttempt t0 

existence and maintenance o human contents of 

searchingly probe and realistica. y voice the ." o -” t ; rrange . 

industries necessitates a prefatorj a usio d 0I , ern t e d, 

ments under which industries have been ' tmd. 

goods produced and aold and a ne an 0 f a change 

and developments that have added to the 

y y 33 : ^issiszz. 

* privato property, gain-getting, self-seeking and 
XV:-' relatively imporlect competition. Persona profit 

, and conveniences have given rise to the vexed 

personal comfort and initiative and the articulation 

theory of industrial incentive an ” " , s t0 , ratsu0 

of this notion that the 1 *‘ V e t0 prod« Ct ive effort, which has 

cconomio gains as an incen Aristotle 

given rise to all sorts of abuses, goes back at least to An _ • 

The present industrial system is a system of commo 7 1 

tI n ^ lTch means that commodities arc produced for a wide market 
' 0n as distingnished from the production for persona or 

XrX-pm. family use. Goods are produced not for d.reeji use 
auction but for Bft io and both these systems of productio 

and a system of sale are in their own turn guided and regulated by 
the price and profit of the sole. It la on industrial system m^w i 
ownership of the means of production is in the hands of class 
which forms only a email minority in the whole social community 
where the goods are produced and sold. It logically follows, there- 
fore, that the majority of tbe community at large are divorced from 
the means of production and their only means of pulling on heir 
living consists in hiring themselves for the wage or in submitting 
to the choice of goods and prices put up by the industrialists. 
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The system of production has reaohed now a stage which may 
well be termed ‘machinofaoture of which power-driven machinery is 

an important milestone on the road to the present 
MaC ^ 9 y 9 °cm Cunn8 method of too much mechanical and dehumanised 

production. The process of production, distribution, 
sale and even consumption is moving like machines and there is 
little or no individual judgment or teste. ‘Machinofacturers’ in 
contrast with the manufacturers possess complete liberty ( which, 
can be called economic license ) to pursue their own inclinations 
and profit intentions —that is modern capitalistic institutionalism. 
Such an industrial Imperfection is a product of changes in the organi¬ 
sation of industries—in the character of productive instruments and 
in the relations of man to these instruments. The first type of 
industrial organisation was called the “family” or ‘household system' 

under which each ordinary family or household pro- 

industrial ° f vided for all- its own wants and necessities. The 

institution next change or development of the industrial organi¬ 

sation was the handicraft system whioh involved 
an application of the principle of differentiation in industries—a man 
specialising on some particular line of work ; one become a leather 
worker, a wood-worker or a stone worker and so on. Suoh an 
industrial organisation, therefore, implied that a man no longer only 
supplied his own needs but depended and lived largely on the ex¬ 
change of his goods with those of others. This handicrafts system 
later developed into the merebanting system which meant the growing 
and a new importance to “the divisiou of function between those 
who initiate and control and those who execute the actual labour of 
production" 1 . The craftsman though still worked in his own house 
and with his own tools ho worked to the order of somebody else— 
the merchant—not to produce what he wanted and needed but to 
execute what was diotated by the merchant. The position of the 
craftsmen, therefore, reeembled the present wage-earner. It was from 
here that the individual initiative and enterprise and the needs of 
the worker or oraftsman and the personal taste of the consumers 
were subordinated to the interests and inclinations of a merchant 
who, later on in a next stage of ind ustrial organisation, the factory 
1. Robertson—Control of Industry. 
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, „ Q o fnll-fledced capitalist. Such a capita- 
syetem, suddenly emerged band-driven tools 

liBt under the factory system replaced^ the s>m e Qther 

by the complicated and 1 poor human 

mechanical power and mcr y ® bodies of work 

hands and also submitted to ^ dfstasteful industrial 

people under conditions of callous, 6 per60n ally to 

routine and disciplineall others. The 

amass money an m C0DtiD ue d technological improvement 
long and complicated scr industrial system 

and inventions mark today the ° ia tbe necessities, 

with the capitalist **^*£^«£ rest of'the mankind- 

the'worker^ the Consumer s completely on the saddle 

"he typ cal unit of production comes to be no long«..o,to 

x . Trrifh a few cheap, simple tools 

aw materials" according to their own 
upon small quantities of needs and tastes of the 

convenience and comforts to inoduce mns6 labour 

email consumers, hu a ec«^- d eo-opsrating with 

composed of hundreds^thousand^ Ba#hiMry ., It a 

argo quan M ie nQ individual initiative, no comfort or 

syetem under w i fulfilment of the tastes and needs 

convenience to the workers ^ ^^‘"isation and operation of 
of the consumers. 'rom present industrial system that 

industries, the dative," ^Lory. nor even the use 
leaps to the eye » but the dotachment 

of machinery or the comm^ “ ext J e lack of human tone 

sa:r.i asi 

monkd nd' but the presenUndustrial organisation instead of being based 

on the co-operation of m ^ fundam ontal feature of the 

operation of man "t ^ differen tiation of industries with 

present day industn development, or accentuation, of 

SucceptibiUties of man^ tfao human welfare and the capita- 

a sharply °PP°® wholesome relations, tho closeness of 

":"Xria, organisation and the human souls-the 
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workers and the consumers—has been rent asunder by the economics 
of capitalism and the personal or human ties amongst the producers, 
the workers and the consumers have not only been greatly relaxed 
but entirely dissipated. The significant features are quite apparent: 
adulterated, harmful and heavily priced goods are delivered by pro¬ 
ducers ; consumers have been discontently smarting against 
industries ; producers’ relations with workers have teen callous and 
careless and the bargaining concerning wages and hours of works 
have become collective, impersonal and coldblooded. In the industrial 
world, therefore, there has been an intensity of economic stress and 
a keenness of class conflict which have been among the least agreeable 
features of society. 

Two historical facts, though very familiar, still bears recalling ; 
that the system of free-enterprise, as the term has been applied to the 
nineteenth-twentieth century method of production, distribution and 
consumption, developed into organisation of industry and in the 
relationships to each other of different social groups like a malarial 
germ ; aud, second, that since the early days of capitalistic industrial- 
commercial economy the tendency has been now more and more 
towards a curbing—by the exercise of the collective human force and 
by the coercive power of the state—a kind of quinine mixture for the 
cure. Both facts merit still a little treatment and invite, as such, a 
bit of historical reference and recapitulation. 

Production io Pre-Industrial Revolution days was carried and 
conducted under the handicraft and domeptic systems and with 

minute regulation of economio activity—regulation 

The Pre-Industrial r0 g ar( }j n g tj 10 production of goods, fixation of just 

Revolution days : i > -d 4 

prices, etc. was tho general rule. But soon the 

departure from these fair rules of industrial conduct were as 

conspicuous as the coherences and manufacturers or merchant 

middlemen little troubled by the ethical precepts of ‘just price’ 

underlying the law of guilds and the national network of regulation 

usually violated the code and freely followed their own ways for 

eoonomio 'dominance. With the growing changes of the 17th and 

18th centuries the old system of regulation became too feeble only to 

succumb finally when, a little later, the great inventions began 

showing their effect on the social fabric for the emergence of 
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■were thought to hamper econom brineing with it revolu- 

of the 18th century industrial wo ^ abhoranco of the 

tionary changes in industrial m th As applied to 

restrictions and paved the w 7 ^ ^ laiBSez (aire princip lo 

industrial world the basic imp ^ Jo what ho pleases to 

was that of complete freedom for esc emp lojiug his skill 

m ake his own living. ^ is * 

The doctrine of ld violation of his most sacre prope 

.h“r::sn:r:r.:r:rs«..:. 

The doctrine advertised the n°“° restriction6 , m wage 

due to the super,mposi .o econom io activity. Such an 

regulation, price regulation et 1 le o{ human ism in 

economic proposition believe * , tbe theory of minimum 

industries is “an economic friar s lantern^ th.^ a (]clusion 

wages a poisonous patent medic,n , “ ot industries or 

and a snare and socialisation or e , crciBe 0 , tbo 

state trading a strait jacket preventing the normal 

economic activities. . . , 

But this industrial theory based on private “ h “ 

created a society in which ^ e ° 00 , lco ti,e, the society. 

Effects of lalssez of themass of the people. It has not only i *ided 

fatre Industrial inte rests of the people and split t e 800 

theory t- onta g 0 nistic classes-exploiters and exp on c ^ ^ 

interests are irreconcilably hostile to each other u has 

it has stunted the growth of h-».n J — j 

wrenched all humanism tom h »m» taj . ^ tho 

ot errer, the u.timate ^ mechanical treatment 

present industrial system give workers, the consumers, 

to the mass of industrial toQ maoh mechanieal or 

the common man not on y inhumanised 

dehumanised conditions of works but also by th__ 


1. Adam Smith. 
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nature of products that are delivered before the consuming public* 
at large. 


Thus, to this industrial proletariat created by such an industrial 
system of production the consoling religiosity of the early laissez 
fa-ire economists has made little or no appeal. The new machinery 
has reduced relatively the number of independent craftsmen and has 


increased the routined, mechanical type of wage-earners, has thrust 
the mass of workers into congested and unregulated dwelling life, haa 
made possible the employment of women and children to physically 
undesirable works, has made possible the sale of adulterated goods 
to the consumers and has even misguided the consumers to demand 
what they really do not want by their fraudulent, though forceful 
advertisement appeals, put up under the present industrial system. 
In other words it can well be said that the whole mass of workers 
and consumers have been treated as very passive materials for that 
Workers & Con- malignant dirty deal whioh the present industrial 
9umers—’Dumb order so continually hands them. The mass of 

Catrle ? workers and consumers are like "Dumb Cattle” 

being driven, diverted and sticked on to a path that leads them on 
to the dehumanised industrial butcher house. 


Modern industrial system has hitherto secured to a very inade¬ 
quate oxtent the services which the new machineries or inventions 
are capable of rendering. The actual growth of material wealth, 
however groat, has been by no means commensurate with the 
demunition of considerations or respects, for the human likes and 
dislikes, good or evil. Moreover, as an offset against the growth 
of material woalth the present industrial Bystem has been a direct 
agent in bringing out certain material and moral maladies whioh 
impair the health and habit of modern communities. Though this 
is admitted that civilization based on the exploitation of one class 
by another has developed such productive forces as oould not develop 
under the primitive communal system, but this has been achieved 
"by ! playing on the most sordid instincts and passions of man, and 
by developing them at the expense of all his other faculties." * Base 
avarice and personal enrichment have been the only determining 


1. F. Engels — Origin of the family, private property and the state—in Marx 
&. Engels, selected works, Vo. II Moscow 1949 P. 294. 
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fact. and aim in life of the human being of this industrial “““a 
•■Everyman for himself and the devil take 

right’*, eto. are the morale, politics and 7 . f tg pr0 phets. 

of the present industrial order and 10 oc iDduBtri al order 

These prophets and protagonists of th P conceal 

though talk of individual human mag nates. 

their real views aimed at protecting t e ca about society 

reason abstractly, metaphysical and ideal, et.oall^ahout 

and the individual in general and their ree om ' and soc i e t y 

metaphysical and idealist reasoning about t e ■» > indivi dual, 

is unscientific. In full accord with h.stor.c^ ^ ^ 

society and humanity must be examine concre , individual 

into being and their development Vy inaiv 

The dohumanised freedom tliis capitalist industrial or 

egotistical calcu- or human freedom tms f wa ge 

lationa of capita- understands free trade, freedom 

,,8m ' labourer and the consumers. Such a oa ,ta. s 

industrial system has resoived persona, worth ,nto 
and has left no other nexus between man and man 
‘oaeh payment’ and profit ; and hae. therefore, oaloolat j on . 

and lofty human emotions in the ioy water o n profit 

motive it has converted the artist, technicia , teeming 

and literature into its wage iabourere and the 

consumers into helpless audience ready to part wi nflrD 0- 

whatevor goods they are delivered. It has dovtlopo family 

tuated conditions of work which have turned oven^^ 
relations between husband and wife, parent and chi , ga j 0 

and moral conscience into objeots of barter, of puro , , 

The personal labour of the worker is only a means by wh.ch to 

other's capita, oan he increased ; the .ndividuM tae.of 

can be modified and altered to increase Bnmor s 

whatever it may be. In other words, the workers an 1 better . 

live only to enrich the capitalists and not to seek oir ^ 

ment and benefits. They live, work or demand goods on y ^ j n 

interests of the industrialists require it. All t leso ar 

the present industrial set-up '‘capital ie -dependent and has 

individuality, while the living person is dependen 

6 
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individuality” or human face or will. The industrial structure is 
based on the oppression and enslavement of the human element in 
the mass of working people and the consuming claBS, on the 
suppression of the creative forces and abilities of the humanism 
in every individual. It makes the living of the workers as well as 
the consumers a revolting routine to which they become callous in 
life in their long run for it subjugates them of spiritual and human 
interests, inclinations and capabilities of men ; converts the worker 
into an appendage of the machine, cripples him physioally and 
humanically by the entire organisation, conditions and circumstances 
of his involuntary, exhausting and too much mechanical works 
and treatment or deal both within and • without the factory with 
the workers and consumers respectively, and of the oppression of 
personal tastes of consumers about quality and quantity and price 
of produot. Starvation, artificial shortages, and soaring prioes, 
unemployment, insecurity and an uncertain existence—are the lot of 
workers and the consumers. The present industrial set-up has 


fostered the growth of a mechanioal man,—whether he be a worker or 
a consumer—uninformed, a cipher, a mere working and obeying ant. 1 

For the humanisation of industries the character, conditions 

and directions of development of the individual have 

What industries . gj ven a fundamental change. The basis 

should bo. 13 ° ...... 

of relations of the present system in industries is 
meohanioal, monetary and self-seeking under which the ohain of 
relationship between man and man must snap somewhere. The 
industrial relations between people, for its humanisation, should 
be a relation not based on mere machine, money and profit but on 
a comradely co-operation between people ; it should be a relation 
of production between people ; it should be a relation of production 
fully corresponding to the state of the human and social foroes, for 
the social character of production is reinforced by the human touoh 
in the process of production. Even socialised or nationalised 
industries will, therefore, require suoh a flow of human blood among 
the industrial persons. The industrial set-up—whether it be 
capitalistic or socialistic—must allow full scope for the development 
of the productive and human foroes—the lobour» skill, the creative 


1 8oo Huxley's Brave Now World and Playa by Elmer Rioe. 
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power, the capacity and the inner-self of a man. Marxian socialism 
starts from the premise that the development of the individualty 
of the workers and the consumers is the development of one of he 
most important productive forces—that people, the persona , e 
workers and the consumers are the most valuable capita m t e 
world. If industries are to be humanised the present drab life 
of the barracks-that levels down and impersonalises the per 3 ona 
human works and wants and suppresses the human inclination, 
diverts the human capabilities into wrong channels and convert, 
the human dignity of man into exchange value-have got to 

obanged and changed thoroughly. 

The question then boils down to this that what changes are now 

Two . sMoa then needed to change the present dehuman.sed 

humanisation impersonal industrial organisation into one w 

towards tho . , , social human contents and 

workers and the would bubble with tne social uu 

consumers. woo i d in8ure the free flow of warm human 

throngh the industrial veins 1 This requires two-sided 
tion-humanisation of industries in reiation with workers and 

humanisation in relation with the consumers. . . , , • , 

The root behind this impersonal and dehumanised industr 

order is tho notion, perpetuated so long > 

human import capitalists or industrialists, to regard the in us na 
in industries. affair int0rna i 0 r external, as "self-regarding or 

private action”. There has been thus a well fostered attempt on 

the part of the industrial masters not to divulge or s ow 1 

matters, other than the machines or goods to the worker, or^ tb 

outside world. Their ideae have beeu to keep the 

as separately apart from eo-workere and consumers and he .uduetr^ 
intricacies as possible so that they may live shut up ' 

This extreme repugnanoo shown towards letting ° ™ or 
eonsumere acquire industrial informations makes the whole ,udu tria 
system a rigid regimentation of everything and imparts an impersona 
character to its affairs. It should be recognised that no fast bearing 
“ waves, method of production and distribution or on 
even P rnofit Ta mmeiy private. Every industrial action, however 
minute, has a public and human import and neceesar, y a 
intereata of innumerable workers and consumers. It .9 very 


C'v 
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necessary that all hands of the industrial organisation should be on 
the table. 

The human touch in industry greatly depends upon the manner 
and spirit underlying the way in which the employees are handled 

right from the day of appointment to that when they 
Necessity of leave the job. In order to bring about a personal 
formed'em- m " and human approach to the industrial problems it is 
ployees. a necessary step to inform the employees about the 

industry, its business, its soheme of organisation and 
its policies along with its rules and regulations. In short, every 
worker should fully know and understand the industrial set-up where 
he is at work. There are two ways of accomplishing this—either by 
oral information imparted at regular intervals or by giving each 
employee a printed pamphlet or booklet made up in attractive form 
with illustrations. The pamphlet should contain a brief description 
of the industry, its business, its policies and programmes, conditions 
of works, prospeots for workers, rules, and regulations. Such a 
pamphlet should be attached the same importance in its correctness 
of its details as is given to the annual reports submitted to the 
shareholders of a company. The employee of the present day indus¬ 
trial set-up never feels any loyalty towards his real masters with 
whom he never gets, or is given, an opportunity to be introduced. 
The huge complicated organisation of the present day industries does 
not even permit a worker to see the highest boss — the General 
Manager—what to speak of the proprietors. This makes the whole 
industrial organisation very impersonal and ultimately breeds a cold 
human touoh and tone in the whole work. It is very necessary that the 
proprietor or Directors or the Managing Director should meet the 
employees, in a conference or meeting at least a year if not twice. 
A better method still would be to introduce every employee indivi¬ 
dually to the Directors after he is appointed or when he reports for 
work for the first time. At this time the new employee should be 
shown all facilities for the personal comfort of the employees, e.g., the 
lunch room, rest room, toilets, wash rooms, library, locker rooms, 
exits, fire escapes, drinking fountains, the method of keeping atten¬ 
dance, time lock, etc., eto. In order to give him a thorough know¬ 
ledge of the whole industrial set-up it is neoessary that he should be 
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taken on a trip through the factory during the first few weeks of 
employment and be given group talks on industry e po my and p o- 
grammes- These plans are more or less expensive. mvolv.n 0 grea 
deal of time and money, but ultimately pays tbe.r way m g.vng 
human approach to the industrial workings. The idea of harm 

reception committee consisting of a senior and 
Reception Com- per ienced staff to get the new employee introduced 
?non 8 e or ?d to new environments and industrial conditions, 

policies and programmes seems to be used to some 
degree of success in some industrial organisations. This can we e 
worked out by having a representative in each department to a 
a ‘sponsor’ for the emp.oyee who enters the industry afresh.Jhe 
duty of suoh a sponsor would be to introduce im 
workers, officers, conditions of works, and the policies and programmes 
of the management. This plan undoubtedly has some advantage in 
that it would ensure individual attention to ever> worker, a p 
and humane treatment from the vory beginning. The wor *er. » 
will be able to know where he works, with whom he works, an w 
is the policy and programme of the industry, under w lose 
is working, so that he would not he a mere appendage of the mach 
moving with machine like a passive dumb material as un er 

present industrial set-up of today. It is ver > ne . 
Endeavours to * eary that tho workers constantly feel at 

feel at home. factories and workshop. The din an 

industry working on amass production scale Y 

strike the worker at some moment oddly. It should, therefore be 

the coustant eudeavoure of the management to ineprene upou th 

workers that the management does not wish the worker » 

any abruptness may be a sign that ho is unwelcome There should 
thus be an initial welcome plan, and follow-up address to make the 

old stagore as well as the '‘rookies’' (new reeruits) feet at home 

The following tone of tho Managing Director of the Murphy 
Eadio Ltd. to its workers and sent to each worker in a pampbl 
form would well emphasise the importance of a human touo 

relation to the workers. He says : — 

“A. few years ago I knew every single person in our works, n 

everybody, or pretty nearly everybody, on the office staff. It ,s 
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do use pretending I do to day and I for one am very sorry that it 
should be so......Putting it quite shortly, where there are only a few 

of you, it is much easier to get the team spirit. Now, there is no 
doubt that we did have the team spirit at Murphy Eadio, and there 

is no doubt in my mind that we have it to-day. But.unless 

we can make you feel at home amongst us, feel part of us, then of 
course, a lot of the team spirit will go. I dare say you will find a 
lot of things different ; perhaps some things you don’t like in your 

work, in your conditions of work.the country about, the people 

who live here.At least, I want you to feel sure that those of us 

whose business it is to 'run' this company do want to make you 
feel at home with us. If you feel out of it, and can tell us why, we will 

certainly try to make you feel in.” 

But this job of making the employee feel at home oannot end with 
handbooks and speeches — it requires some practical embodi¬ 
ment of various faculties. Besides the reception oommittee already 
referred to in the foregoing discussions it is also neoessary that there 
should be Youth's committees which can provide opportunities for 
games, hobbies, and handicrafts for all youngmen in the industry and 
would also give scope for dramatic work, and holiday planning. 
But it should be borne in mind that there can be no set social 
programme which can be generally adopted. Conditions in eaoh 
industry differ and as such each industry is a different problem, and 
what would be suitable for one would be quite unsuitable for another. 
AH that is emphasised in the foregoing paragraphs is that any phase 
of personnel work, which helps to create a more friendly, a more 
humane feeling between industrial administration and employees 
cannot help but be of great human value both for the industry and 
the persons working in it. This social programme need not mean 
friendly, but that which iB human whioh creates better acquiantanoe, 
and through this, better understanding. Even if there is better wages, 
better working conditions, the employees may not be happy beoause 
of the callousness in the industrial relations. A worker of a large 
manufacturing ooncern once oomplained, “I like my work and am 
satisfied with the wages I get but I never feel that anybody cares 
about me personally or cares whether I am happy or not’’. Thus 
the oreation of an industrial atmosphere in which the employees feel 
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that they are looked upon ae human heinga and not as damb a 
is a great business and human asset to a company oi the high st 
order The creation of such an industrial atmosphere surcharged w 
humanity does not mean, as has been falsely assumed, to have any 
connection with slack discipline. It is a s.mple human necess ty 
that workers who work should like the management to be a Utt. 

paternalistic in its attitude. . , 

Modern industry has been deeply dehumanised in that it has 

enlarged and made more distinct an unnatural and insulting separa¬ 
tion of the art of production and the art of consumption Industry 
has become purely monotonous and burdensome in a two-fold way 
by sharpening the distinction between the working class and the 
comfortable class and also by the sharp separation of the process of 
production and consumption in the individual life of the worker 
himself. Work has thus been differentiated from enjoyment and the 
name working class’ has been made to indicate that their primary 
function is to labour and not to live. On the contrary tho com¬ 
fortable class’ is supposed to live and not to labour. These two 
extremes have decreed the divorcement of life and labour in all 
nakednesa. But sinoe life and labour are well related to eaoh other 
in the very natural order of planning and also because work and 
enjoyment are both human functions and are organically related 
in the life of every human being it would be a pure violation of tbe 
physical as well as the moral laws to draw any dividing line between 
the two aspects of every human existence—life and labour, work and 
enjoyment. The effect upon humanity of suoh a differentiation between 
life and labour is startling. It is very essential that this tendency 
of separation between life and labour is mitigated and it be suoh as to 
make the output of personal exertion on attendant condition of a 
wholesome consumption. The distinction between the working class 
and the oomfortable class should go for over. There is still another 
kind of class contrasts — olass distinction not only among tho labour 
olass and the oomfortable olass but amongst the different grades and 
classes of workers whioh greatly impairs the warmth of human rela¬ 
tionship in industry. It is an aspect which merits a little more detailed 
discussion to whioh we shall return later in a subsequent page. 

Besides, industry which is sordid, uninteresting, dull and dolorous 
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has beoome more and more painful in its effects by the sharp separa- 
tion of the process of production and consumption in the individual 
life of a worker. Such an industry containing within itself no 
element of human enjoyment “oannot be fully compensated by 
alternate periods of consumption or relaxation.” There is no 
sustaining element of enjoyment or interest whioh can make the 
industrial work a happy engagement. Judged from the human stand¬ 
point it is the absence of such a sustaining element that makes a 
modern industry a weird house of machine tending. The painful 
efFort involved in the industrial-works ought to be linked with some 
sustaining elements of related interest, diversion and pleasant pastimes. 
It is the present of this sustaining element which makes a work an 
art ; it is the absence of this which makes the work mechanioal. 
What is. thorefore, required for humanisation, from this point of view, 
is that the industrial works must make the process of production and 
consumption inter-related and interdependent, i.e ., it must make life 
and labour co-relative terms. This co-relation of production and 
consumption would abolish the present industrial system of maohine- 
tending and would oonvert the whole industrial prooesa into an art 
that would lead to an evolution of a wholesome industrial society. 

“Life without industry is guilt, industry without art is brutality’'is 
a great maxim which implies a thorough-going change in the art of 
production and the art of consumption. Industrial processes can 
become art only if there is progressive realisation of the nature of 
perfect consumption and production. Production and consumption 
both must beoome qualitative instead of quantitative. “Just in 
proportion as our tastes become so qualitative that we require to put 
our own spontaneity, our sense of beauty and fitnesB, our vital 
force, into whatever work we do, and likewise require the same 
elements of spontaneity and individuality in all we enjoy, the econo¬ 
mic conditions of a perfect society will bo attained.” 1 

How can this qualitative ideal of production and consumption be 
attained ? It is a question that takes us very near to the Gandhian 
approach to industry and Economics. 

In sofaras individuals demand an increasing variety of the same 

’Hobson—Civilization and Industrial Development (Evolution of modern 
capitalism). 
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goods, they exbend the dominion of machinery; insofar as they 
develop individual taste and quality rather than quantity they provide 
wider scope for suoh industrial works as can be called by the name of 
art. The social and human progress of a nation is better determined 
by the amount of their qualitative production and consumption, Mere 
variety of consumption is not a proper measure of progress. There 
ought to be a progressive realisation of the true relation between the 
products whioh can be produced economically and the wholesome 
wants of mindkind necessary for a full and harmonious development 
of the human faculties. The cultivation of a taste for a variety of 
6trong drinks may mean greater production, cheaper goods a^d an 
enhancement of the aggregate market values of the wealth produced 
but it would on the other sido bring about degeneration of human and 
social qualities of the mankind. When we demand more, produce 
more, and ooosume more of any product we are subject to the limita¬ 
tion of the material universe—the dismal formula of the Law of 
Diminishing Returns—and what we get costs us more and benefits 
less. But if we cease to demand more, produce more and instead 
demand better and produce better—commodities delicate and taste¬ 
ful— i.e., make production and consumption qualitative we increase 
the human enjoyment resulting from industrial technique without 
adding to the cost or exhausting the store. This qualitative produc - 
tion and consumption of the industrial goods would make life highly 
human, highly qualitative and a larger proportion of the human 
energy now expended in the industrial works shall be given to the 
production and consumption of intellectual goods. 

Modern industry is a veritable domain of machinery where wo pile 
products upon products, goods upon goods, and sciouce upon soience 
and ultimately the vast human consumers are converted as mere 
worshippers of quantity. This has increased machine-production 
and has developed the quantitative genius for industry and commerce. 
Pace, size, number, cost, price and profit are watch-word^ on the 
industrial lips ; purity, perfection quality and humanity are buried 
under the heaps of industrial wastes and moral maladies resulting 
from modern industrial production. 

The callous effect of machinery, its tremendous power to 
multiply the quantities of articles produced has so hemmed and 
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overawed the human world that the craze for quantitative consump¬ 
tion has seized and shaokled even those whose taste, character and 
individuality might have made them protagonists of true art in human 
life. The indictment of machinery is not so muoh based on a belief 
about its total uselessness aB on the inadequacy of the maohine- 
products for human purposes because of suoh produots being exactly 
similar to one another when human beings are not similar at all. 
No two individuals are precisely similar in physical, mental or moral 
nature and so real needs of no two human beings will be the same. 
But the quantitative nature of machinery has compelled indivi¬ 
duals to sink their individuality, nature, taste, and mind which 
ultimately means the destruction of the human faculties of the 
consumers. Besides, as this dominance of machinery tends to 
the suppression of individual human faculties of the consumers it 
obliges and compells every industrial worker to do the same work in 
the same way emphasising every time upon the mere capacity of rapid 
repetition. In killing tho individual human faculties of consumers 
by an imposition of a common charaoier upon consumption it tends 
to the destruction of individuality of works whioh ultimately means 
the destruction of the individual faculties of the human workers. 
The maladies resulting from this destructive character of industries 
is inadequately recognised though it leads to the oppression of 
mankind, waste and commercial instability. It is this dehumanising 
effect of industry that is to be resented and reformed. 

The separation of the art of production from the art of consump¬ 
tion and by making the whole productive and consuming process 
quantitative instead of qualitative industries have fostered anti¬ 
social competitions. Several dogs are after the Bame bone. Besides 
this, tne qualitative production and consumption increases the 
industrial capacity to destroy millions of tons of goods to bolster up 

prices as is done in Amerioa.‘‘that’s the nemesis of capitalism. 

They do not destroy now, but they are being paid for not produ¬ 
cing.people indulged in the pastime of throwing eggs at one 

another because the prioes of eggs had gene down.” 1 That is what 
results from the qualitative production and consumption of industrial 
goods. “That is what we do not want- If by abundance you mean 


1 Dr. Do Boor during an interview with Mahatma Gandhi on 12,2.1983. 
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everyone having plenty to eat and drink and to olotbe himself with, 
enough to keep his mind trained and educated, I should be satisfied. 
But I should not like to pack more stuff in the belly than I can digest 

and more things than I can ever usefully use. 

Speaking about the benefits of quantitative production to the 
consumers Mr. Henry Ford once observed that “it is a question of 
raising the standard of living of the people. But there is a tremen¬ 
dous fallacy behind Mr. Ford’s argument. Without simultaneous distri¬ 
bution and consumption on a mass scale, the mass production can 
result only in a great human tragedy. Mass production takes no 

note of real requirements of the consumers.the mania for mass 

production is responsible for the world orisis. Granting for the 
moment that the machinery may supply all the needs of humanity, 
still it would concentrate productions in particular areas, so that you 
would have to go in a roundabout way to regulate distribution. 
Whereas, if there is production and distribution both in the respec¬ 
tive areas where things are required, it is automatically regulated, 
and there is less chanoe for fraud, none for speculation". 

For a proper humanisation of industries from the 

foregoing point of view about its destructive 

How to hnmaniso . . ., , , A . 

this destructive character it is necessary that there should be 

Industries 01 the hi 8 be8b form of perfection in the division 

of labour, in the field of production between 

the inanimate inhuman machinery and the warm human hands. 
Such a perfect division of labour would ensure qualitative production 
and consumption. 

Human wants and necessities can be placed under two broad 
catagories—(i) Boutine or animal wants and (ii) Cultural or developed 
wants. As modern industrial societies develop they disolose certain 
primary natural wants like hunger, thirst, oold etc., which may be 
called animal or routine wants quite common to all human beings. 
In these purely physical demands there is less qualitative difference 
among different men and are less subjeot to fluctuations in quantity or 
quality of demand than the other. Besides these wants there are 
certain highly developed wants—aesthetic, moral and oultural wants 


’Mahatma Qandhi (Interpretation of Wardha Edn. Scbomo by Muhadcv Desni,) 
’Mahatma Qandhi. 
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in whioh individualism is more and more marked. It is in these 
highly developed wants that the diversity of individual shows itself 
most strongly and demands a satisfaction peculiar to itself. 

In a progressive society the members would manifest greater 
likeness in their lower modes of life but the extent of individual diffe¬ 
rence in the higher modes would be ever widening. In the animal or 
material wants found in the lower modes of life, the absence of wide 
individual differences of taste single out tbe commodities for routine 
or machine production. These routine wants, representing that part of 
consumption which is common, can be supplied most economically 
by highly organised and integrated machineries. The cultural or 
highly developed wants manifesting wide individual differences 
cannot be satisfied by maohine production ; individuality of taste 
or a taste for qualitative consumption requires individual production 
in the industries for their satisfaction. In proportion, therefore, 
as this individuality develops handwork or art must play a more 
important part in these industries and which could thus repel 
undue enoroaohments of machinery in everything or even drive it 
out of some of the industrial territority machinery production has 
annexed without proper right. The first economy of individuality 
or qualitative production, will enlarge tho industrial works by 
handwork or art and relegate the works of quantitative production, 
for tbe satisfaction of common material or animal wants, to the 
realm of machinery. The industrial productive system, thus divided 
into machinery and art, will release some workers from maohine 
method of production to art or band production. In a progressive 
society where socialisation and individuation thus grow inseparably 
related and reacting on one another there is no fixed limit as to the 
extent of the two systems of industrial production—quantitative 
or machine production and qualitative or art production. As indivi¬ 
duals become more and more qualitative in oharaoter the art or 
hand-production-industries will expand. This qualitative character 
of production will release human energy saved from the mechanical 
routine works will be set free for higher individual endeavour. Human 
life even in industries must beoome qualitative—not only in its 
activities but also in its physical basis. On a higher plane the greatness 
of any nation or community does not depend merely on the quantita- 
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tive industrial production but it ought to be seen more clear y 
to consist not in the numbers but in the character of production. 1 
a country is to emphasise the mere material needs of the physica 
life of persons it will ultimately remain subject to the mahgnau 
law of Diminishing Return and will engender all the ills of an all- 
out machine production-the waste of economic maladjustment 
consisting in the excessive or defective application of various kin s 
of productive forces at different points of industry, the ills of modern 
competitive industry in which the motive of personal gain le 
most wastefully applied, the unemployment, routine torpidity, etc. 
etc. America is a rich country and has industrially advanced 
very far but the quantitative methods of production and consump¬ 
tion has prevented its human progress and the result is that there 
are so many innumerable poor persons unemployed and half starve 
though “not a single bad road in America.” 1 The emphasis placed 
on the excessive multiplication ultimately leads to a degeneration 
of the social and human standard. So long as machinery promotes 
the happiness and the prosperity of the masses as well as the classes 
it is a beneficient agent. But when it leads to the unemployment 
and starvation of millions, as is happening in the highly industrialised 
countries of the west, it becomes a curse”. 2 Industry exists for 
man and not vice versa. Industries must be made subserviont to 
the well-being of the human being ; it ought to be humanised and 
should on no account be allowed to become their master : that 
would be a tragedy. 


Thus as has been emphasised in the foregoing discussions the 

remedy lies in higher and higher individuation 

?n°hfgho? 7 and t.e., if we would repress excessive multiplication, 

. • we must develop the average individual standard 

ation. 

throughout society.”. 8 It is. therefore, necessary 

that highest division of labour should be attained to humanise 
industries—division of labour that can apportion machinery to the 
collective supply of the routine needs of life and art or hand produc 
tion to individual supply of the individual human_ need s._ It is 


■Ilf and Potrov—The little Goldon America. 
*A comment In the Guardian. 

*Pro(. Geddes. 
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thus that we can obtain the full use of labour-saving character of 
machinery—minimising the amount of human exertion wasted in 
machine tending and maximising the amount engaged in the free 
and interesting occupations. It is in suoh a perfeot form of division 
of labour that we can make labour and capital develop their gift 
of intelligence. The intelligence of the working man and the 
faculties and tastes of human being which have been now cramped 
by the soulless, mechanical occupation and production of routined 
goods will be released for better utilisation and it would provide scope 
or chance to develop their mind. Such a division of labour would 
mean that workers will not be overworked and machinery instead 

of becoming a hindrance will be a help. 

What humanisation aims at is not the eradication of machinery, 
but its limitations. Industries “ought only to be working under 
the most attractive and ideal conditions! not for profits but for 
the benefit of humanity, love taking the place of greed as the motive 

. The individual is the one supreme consideration. The saving 

of labour of the individual should be the objeot, and honest humani¬ 
tarian consideration, and not greed, the motive.V 

The human history to-day has the saddest experience as to how 
industries are directed or diverted into wrong ohannels to the great 
detriment of humanity. The most flourishing industry of the 
present time is that whioh is based on hoarding, black marketing 
and immoral praotioes- Powders made of white stone chips are 
mixed with flour and sold out to consumers by individual and 
industrialists. Thus the whole industrial field appears to be a 
paradoxical curiosity that while humanity is poisoned and sooiety 
dies, industrialists get the largest profit. The consuming humanity 
is so modelled in body, mind, character and the general set-up 
of life by the industrial activities and relationship—by the rise 
and fall of prices, by booms and slumps, by industrial competi¬ 
tion and prioe cuttings, by the quality of the goods produced, by 
hoardings and blaok-marketings—that industries can truly be said to 
make or mar men, women and children who are affeoted by these 
industrial activities and relationship. Industrial activities shape the 

1 Mahatma Gandhi (Young India, 18-11-29 from an artiole by M.D. entitled 
A Morning with Gandhijl), 
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°haraoter and life of men by their business activities for good or evil 
no less truly than they shape and mould the goods and commodities 
that they put into the market. Qualitative production and consumption 
would remove the moral and economio maladies of anti-social and aDti- 
human competition and production. The more qualitative consump¬ 
tion becomes the more insistent each individual is upon the satisfac¬ 
tion of his peculiar taste, the smaller is the chance of anti-social 
competition resulting from the production aod consumption of the 
same goods. The individuality of each 6taDds out in mitigation of 
the antagonism of competition. As, thus, consumers rise to purely 
intellectual or moral enjoyments competition gives way to the 
generous rivalry in co-operation. Both in the production and 
consumption of the highest goods human, not anti-social, motives 
are the chief stimulus. In such a form of production and consump¬ 
tion there is the practice of the noblest arts of life and labour— 
the enjoyment of the finest moral and humanly suited goods and 
there is no selfish production or consumption. 

Coming again to the consideration about workers it may be 
asserted that what is more important as a part of the humanisation 

problem and principle in industry is the state of 
worker8 health ° f health of the workers in industry. So far 

industries have provided facilities for doctors and 
■medioinos for the preservation of physical health of the employees 
but the industrial set-up totally lacks in any provision for the 
employee’s mental health which is, in some sense, more important 
than the physical health. A worker while being physically well 
may be mentally upset and it should be a duty of the industry to¬ 
wards the human personality to make efforts to remove the mental 
ill-health or agonies arising out of modern industrial civilization. 
There are certain disturbing faotors in the present industrial civili¬ 
zation that tend to swing the workers beyond the range of what may 
be called normal. Mental health in industry, whioh is of great im¬ 
portance for the preservation and utilisation of human lifo, is 
generally dependent upon two diametrioally opposed set of forces, 
One set of faotors disturbs and annoys the worker ; the other set 
stabilises and satisfies him". 1 There are certain well ohosen factors 

'R. 8. Uhrbrook—Mental health In Industry, 
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that make for mental ill-health in the industrial situation. Fatigue, , 
distraotion, home worries, debt, job insecurity, disappointment on 
not getting a fair deal at the hands of the employers eto., are the 
well listed factors responsible for the mental ill-health of a worker. 


Excessively long hours of work without proper rest hours, holidays 
or system of vacations are the aotual state of affairs in industries. 
This actual physioal fatigue, due to long working hours, generally 
reduce the resistance of the employees to conditions of ill-health and 
very soon they become mentally weak, disturbed and ill. Such a 
state of affair that is generally prevalent is not only a conoern for the 
employees but for the whole human personality. Though much has 
been done in this direction but it is very necessary to recognise 
that conditions of industrial employees greatly differs from the 
conditions of other office works. The former entails harder labour 


and greater exhaustion than the latter and therefore seven to eight 
hours a day is not congenial to continued sustenance of mental health 
and happiness for all kinds of industrial workers including the exe¬ 
cutives and the ministerial staff. Besides, psychologists have 

discovered various kinds of fatigue which is not 
Vacations as an muscular but is caused by nervous strain. Efficiency 
health! 1161 ^ and judgment in the discharge of works, whiob 

depends not only on physioal but as well as on men¬ 
tal efficiency tend to become impaired by the stress and strain of 
faotory conditions. The emotional factors in the industrial jobs have 
not been given the full study and examination by the employers 
that they demand. Worry of several kinds, fear of failure in works or 
anxiety as to the results, pressure of work added to the fatigue 
brought on by the peculiar physical conditions within the industry 
oreate emotional conditions whioh greatly affect the human mind. 
Such a system of work whioh creates emotional conditions without 
having any antidote for the same is sure to amount to a outting short 
the mental efficiency of human beings working in industries. It is a 
sort of poison which ultimately oripples the human life. Humanity 
demands that employers who engage human personalities to work for 
them should have the responsibility to see that such a poisonous 
condition of work in industries is properly antidoted. In order to 
ward off or antidote this cruel poisonous effeot of industrial work 
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on the life of human workers it is nece96ary that some time 
in a year there should be aD entire change of occupation and 6cene, 

relaxation and physical activity which recreates but 

industrialdoes not sap vitality. In other words, there should 
vacations. be a system of vacations for industrial employees of 

all classes. If a caroful physical or mental examina¬ 
tion of such employees is made out in industry it would appear that 
there are many employees who are not in a condition to resist illness 
well and an enquiry into the causes of absenteeism has shown that 
a large percentage of emploveos are absent for varying periods during 
each year on account of physical or mental illness. All these can I e 

warded off if we approach this industrial problem from the human 
viewpoint. 


--vv 

employees. 


It should be emphasised at this point that vacations in industries 
should be considered in relation to individual employees instead of 

Vacations in * n relation to the industry as a whole. This would 

relation to mean that the whole factory or industry would not 

have to be shut down for any period s what should 
actually happen is that such industry should maintain the services 
of a physician to watch over the mental nnd physical health of the 
employees in the light of the emotional conditions of the job. A 
etudy of the medical history of the employees would show on the 
average, in order of priority, the necessity of different classes of 
employees for vacations nnd its periods. Employee or emploveos 

, k 0 - a8 ^ 6 ^ t0 en i°y vacations as advised medically according 

to the priority list prepared by physicians based on their physical or 
monta health. This would mean that all the employees would not 
have their vacations at the samq time and there would, therefore. 

. lCC ® 88 ' ty closing down tho industrial units during vacations. 

: v .. °f vacation, its duration, would generally vary with the 
individual condition of the employees. 

of mnAi tWmafciz&tion of tho provision for vacations on the basis 

ca examination of employees plus a reduction in tho number 

log ours based on tho individual’s physical and mental 

' , lt,0DB w ou ld mean, in the long run, not only a proper respect 

o or tho human personality but also a more continuous 

Borneo, „ Dll 8erTico wjtb eincieDcy , or the . ndu6[ry eyen j( cons ._ 
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.dering the vacation and reduction in hours of work, the total time 
-worked by the group would be far in excess of the actual workings 


■at present. 

As regards 
there are two 

The question 
of vacation 
pay. 


the pay of the employees for the period of vacation 
opinions — one that wages and salaries should be paid 
at the end of vacations in order to ensure that 
employees return after a vacation. But the sound¬ 
ness of withholding pay in order to ensure the 
employees to be back after a vaoation is questionable. 


Looked from the human viewpoint the majority of employees require 
money for vacation purposes. The logic is clear : a service that 
has been rendered- justifies the vacation and there can be no excuse 
for withholding the vacation pay. There can be yet another solution 
to the problem : that the question of vaoation pay can be left to be 
settled by the employees themselves. If an employee requests for 
his vacation pay it ought to be given in advance ; but if he does not 
require an advance the regular pay period should be maintained 

whether this is at the end of the vacation or not. 

A modern industrial unit is a show of machineries ; and the 
aon-rhythmio pounding of heavy machineries not only, in the long 

run, prematurely makes an employee deaf and hard 
Naod for noiseless of hearing but also distracts him to a point where be 
factories. makos a false move and beoomes the victim of an 

industrial aooident. But suoh industrial problems 
have seldom engaged the attention of either the employers or the 
Government. A man works not beoause he should be prematurely 
disabled but in order to sustain and preserve life by a source of living. 
Very recently a certain automobile firm of Amerioa has introduced 
6Om0 system of scientific appliance which prevents and soothes the 
noisy sound resulting from the heavy pounding of machines and 
makes a factory entirely noiseless. Since it is calculated that the 
average industrial employee working within the faotory beoomes 
dumb muoh far earlier than human being can beoome subjeot to such 
a physical disability the industrial civilization amounts to a soourge 
for tho human civilization. It is, therefore, very necessary that 
factories or industrial set ups should be equipped with Borne such 
appliance in order to protect the human organs from being disabled 
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from work. Otherwise industrial works, looked from the humaD point 
of view, would mean disability instead of livelihood. 

The present factory conditions of work aro sordid, callous and too 
much meohanioal not only in relation of man with machineries but 

in relation of man with man in the industry. The 

Night works to work is, thus, a burden and entails greater exhaustion 
be abolished. tban WQuld have be0n the ca90 if the industrial 

working would have been more humane bubbling with 
the warmth of close, intimate relations and treatment of a man with 
man. What is more the conditions of work within an industrial 
unit is suoh as can well be termed inhuman and unnatural. Indus¬ 
trial units work in shifts—some beginning from early morning at six, 
some from three in the afternoon, some from seven in the evening 
and even from 12 o'clock in the night. Going to work from three in 
the afternoon till eleven or twelve or from seven in the evening to 
two or three in the night or from twelve in the mid-night to early 
morning is an unnatural way of life. Such working hours are quite con 
trary to the human nature. It is the civilized order of life that a man 
generally goes for recreation in the evening and retiros for sleep in the 
night after day's work. Industries have reversed the natural life 
gear and because of shift workings there are workers who have 
to retire for sleep during day time and report for work during night 
hours either from seven in the evening or from twelve in the night. 
It is definitely something the unnatural order of living and takes our 
civilization years back. The sight of workers, with a little aluminium 
pot containing some tiffin in their hands, entering the gate o 
industrial establishments for night works is a stark condition 
industrial life. Snoh conditions of works aro not only contrary o 
the human nature but also entails greater fatigue than day work. 
If life is pnt in just the opposite way in which nature has planned 
it means that life is conducted and carried through at great costs to 
life itself. Night work being quite contrary to human ways of i e 
and also against the natural order of planning cute life short It is 
therefore, very necessary that night work should bo & o *8 e 
altogether except in cases of extreme national emergencies. Working 
hours in industries should also be regulated and be fixed up between 
10 to 4 as is usually found in all civilized and human conditions o 
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work. If the hours of work are not contrary to human nature, and 
are regulated with proper rest hours and if there are well-ventilated' 
and comfortable factories there would not be any exhaustion after 
work and it would be a pleasure to be there at work. All these will 
have a salutory effect upon the workers and their physique and 
workers then would not be affected with such a fatigue as would 
necessitate the iutoxicating effect of liquor drinks to remove the 
fatigue. Addiction of the workers to driuks. another evil of industrial 
life, can well be attributed to the unnatural order of working condi¬ 
tions in industries. 

If working conditions in factories are easy and in aocord wittr 
human nature, if factories are well-ventilated and comfortable it may 


well be justified to enforce complete prohibition in 

Prohibition in f ac fc 0 ry areas so that tbe workers may not have to 
factory areas. J 

fall into the rut of bankruptcy and debt because of iv 
large portion of money being spent in provision shops so widespread 
all along the factory areas. It should be rigidly seen that no provi¬ 
sion or liquor shop is opened within the industrial areas or in its 
neighbourhood. This prohibition would not only reduce the factor 
of debt of tbe industrial workers, with the attendant riek of garnish¬ 
ment of wagee and possible loss of the job but would also eradicate 
from the workers the many moral maladies resulting from their 
addiction to drinks. Debt is a problem with regard to industrial 

workerB causing worries and which as such lowers 
debt* 3 qQestl0U of industrial efficiency. The question of debt arises 

out of many factors—low pay or unnecessary ex¬ 
penditures. This problem is not peculiar to India but is found 
everywhere. Even in America, the richest country now in the world, 
it is said that “the average wage-earner, with a family, finds that 
he must borrow money at least once every two years to meet emer¬ 
gency or unforeseen expense which cannot be paid from current 
income or from savings”. 1 Here in India much has beeu done in 
regard to the raising of the wages and salaries of the industrial 
employees but the burden cf debt is still lingering with them. Poli¬ 
tical adherants would explain them by their usual argument about 
low wages ; but as a matter of faot debt cf the industrial worker 


1 Hand Book of Business Administration (MacGraw Hill) 
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arises as a result of their uneconomic and unnecessary expenditures. 
In India liquor shop is a flourishing business near an industrial 
or faotory area. It is a oommon knowledge here in India tnac 
almost 90 per cent of the factory workers become addicted to 
drinks and spend a large portion of their wages over it regardless 
of other necessities. The result is that very often they have to go 
in for debt at lea--t once every two months if not earlier. It is to 
be admitted that factory conditions are so toiling that addiction of 
the workers to liquor is quite natural. In order to solve the problem 
of debt it is better to 6trike at the root of the problem instead of 
emphasising at its branches. Merely an increase in salary aod 
wages now would not solve the problem at all. What is necessary is 
to humanise the whole picture of industrial workings remove the 
callousness of work, make the factory a comfortable, warm, well 
ventilated place, provide better rest hours and vacations, reduce the 
hours of work and regulate it in accordance with human nature, ai range 
for canteen services and enforce complete prohibition in factory 


areas. 

Besides all these there should be full security of toe job of the 
workers. They should receive sufticiont remuneration for their work to 

maintain the standard of living to which his education, 
®cbs U and Cl or skill or dignity should entitle him. If due to the 

uoemploymont. dexterity, integi ity and efficiency of the workers the 

industry is prospering well it is quite humane and 
reasonable for the industrial administration to reward the workers 
for suoh an increasing profit and prosperity of the industry by an all 
round increase in wages, pay scales aod other facilities for the 
workers. If this be the industrial principle and practice the workers 
can feel, both physically as well as mentally, stimulating in the 
sense that the gulf between the haves aod baves-not would then be 
narrowed down and much of the economic exploitation would be 
ended. Security of job, proper payment, proper hours of uoiks 
elsewhore meaning the abolition of night works, sufficient icmun 
©ration and recreational facilities would make the worker in tune with 
the environment and bis personality, workmanship and efficiency 

would be expanding. > 

The present industrial system makes for an increase rat. era 
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diminution of speculative production. It is a common experience 
that the number of workers engaged in the production of comforts 
and luxury goods is growing every day while the proportion of those 
engaged in producing the prime necessities of life is fast declining. 
But the fluctuations of fashion are much sharper and more frequent 
and as such large number of suoh luxury and comfort products is 
affected by the vagaries of fashion. The demand for comfort and 
luxury goods is, therefore, essentially more irregular and less amenable 
to industrial business calculations than the demand for necessities. 
The employment of workers in such trades, therefore, is extremely 

precarious. But. 6ince the articles of comforts and 
luxury bring a good profit for the industralists 
modern industry has a tendency “to drive ever and 
ever larger number of workers from the les 9 to the 
more unsteady employments”. 1 Thus it may generally 
be eaicl that the curse of unemployment is not so 
much due to the so-oalled admirable order and 'economy of the play 
of economic forces” as due to the individual profit motive and 
the industrial vice which has permeated the whole industrial 
system. 


Curse of 
unemployment 
duo to industrial 
vice than to tho 
play of economic 
forces. 


This drifting of the workers from tho more steady employments 
to those which are less steady and whose irregularity and unsteadiness 
is increasing everyday is becoming a curse not only for the workers 
themselves but for the whole society. Tho impact of unemployment 
of a cluss of worker does not remain confined to the same class but 
produces repercussions on others as well. The injury inflicted by 
such an unemployment of workers upon the wages, working efficiency 
and more so on tho character of the working class, as well as on the 
whole society, is tremendous if in measuring the evil of unemployment 
we look to the maximum than to the mean conditions. The 
calculations of average unemployment during a long period cannot 
properly show the intensity of the evil as in the calculations of 
average figures over a long time we look to the mean oonditionB- 
instead of the maximum. ‘‘If a man is liable to have his food-supply 
cut off for a month at a time, no estimate showing that on the average 


1 Hobson—The Evolution of Modern Capitalism. 
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Necessity of 
checking the drift 
towards unsteady 
employments. 

production is 


he has more than enough to eat and drink will fairly represent the 
danger to which he is exposed. 1 

It is, therefore, very essential that the industrial order should be 

so changed that the tendency of workers instead 

of being continually driven from steady to unsteady 

employment is checked. It is very necessary for 

humanity that the ‘what and how much' of every 

r _ .. rigidly controlled. As in war-time industrial 

production is put under rigid scrutiny and Governmental control 

so it should bo a code of regular industrial business that the quota for 

the production of the luxury and comfort goods is- 

Fixed quota for fixed A detailed classified list of two different kind- 
production ol . . * 

luxury and com- 0 f goods ought to bo prepared to show what 19 a luxui \ 

fort goods. aQd what j8 a uece68ity and industries should not be 

allowed to go beyond the fixed quota of production of the luxur\ and 
comfort goods so that the unsteadiness of unemployment ma\ b 
reduced. 

Modern industrial management is a revolting routine work. But 
it should bo realised that the workers who are working there are 
after all human beings and industrial working, therefore, cannot be 

too rigidly formalised uud made automatic. Things 
Humanised have changed and human worth cannot ho under- 

discTpVmc. . estimated at any cost. What is to ho realised now 

to-day is the (net that human element and not tho 
modern machine is tho vital factor in an industry. However highly 
mechanised the industry may bo, the human machines with tlesh and 
blood are of outstanding importance and they should not be tieated 
or dealt with like tho insensitivo machines of iron and steel. 

It is, therefore, necessary that when the industry deal with men 
it deals with a humanised approach. It is thus considered unwise 
to enforce absoluto and formal discipline which would amount to a- 

highly impersonal attitude attitudo to hire and fire 
AUitudo of hire without hesitation. As an example of such a h.re¬ 
fire attitude of modern industrial management 
reference may be made to a very general order found everywhere in 
factories regarding smoking. In factories we generally find tho 

*Ilobson—The Evolution o( Modern Capitalism. 
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statement hung up here and there “Smoking anywhere in the factory 
area ie strictly prohibited. Violations will lead to immediate 
dismissal.’* Such an attitude of the management is bereft of all 
human approach which can infuse inspiration for obedience. Such 
orders or the attitude of treatment makes an employee feel that be 
has been sentenced to some type of voluntary servitude and it 
smacks of the deuial of all the freedom and pleasures of life. There can 
be no two opinions that smoking near a store house of an industrial 
undertaking is dangerous and is, therefore, to be prohibited. But the 
order prohibiting smoking can be humanised and a soft pedal 
can very well be put on harsh rules and mandatory regulations. 
Compare, for example, the prohibition of smoking in the following 
instructions : — 

"In view of the large amount of inflamable merchandise and 
equipment concentrated in the factory and the huge loss and 
consequent unemployment which might be sustained i D case of fire, 
you will realise how very important it is to observe strictly the 

no-smoking rule " 

The foregoing statement is a humanised order which can impress 
any employee as a quite fair and reasonable step on the part of the 
management. It would thus not only inspire obedience of the 
order but would make the employees feel sympathetic and co-operative 
towards the management. The response and result would thus be 


excellent. 

Dismissals and promotions of employees are vexed questions 
which often arouse resentment on the part of the industrial employees. 
So far these questions of industrial management have been viewed 
and handled in tho most impersonal and cold manner but it is very - 

necessary now that they should be humanised. The 


Humaniaation in 
dismissals and 
promotions. 


question of dismissal is an important one and in 
many industrial undertakings there is much of 
uncertainty about it. Though in recent years muoh of 


restrictions against summary dismissals have been instituted but the 
situation is not very satisfactory and requires a-human handling. It 
should be honestly emphasised that the workers are in no danger of be¬ 
ing fired.’’ If any person proves to be at fault, he will not be discharged 
without the serious and two-sided consideration. Every effort will 
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be made to reason out the situation and fit that person into a plan 
more suited to him. 

In matters of promotions in industries sometimes a coldness of the 
administration is shown by selecting persons from outride instead o 
promoting to a higher post from within the organisation itself. But 
tins is always at the expense of morale and human considerations. 
The juniors in the organisation, who see foreigners selected, either grow 
disgrunted or lose ambition. It is but human nature that no human 
being will give his best to an organisation in which he is likely 
to be debarred from the prize positions that are awarded to outsiders. 

It 18 . therefore, a very necessary part of humanised industrial set-up 
to preserve the morale by taking into confidence tboso within the 
organisation by being wedded to the policy of promotion from within. 
The opposite policy of taking persons from outside, to higher posts, 
is like the hand of death on the humanity, initiative and hope of 
the employee. 

It is just and proper for the industry to look upon every employee 
as a separate part of the industrial organisation. That being so 
an employee must be developed as an individual being of value to the 

industry, to bring out the best in him for the good of 

Individual c*ro of industry and his own. But modern industrial 

the employees. working is generally based on essentially a hit- 

and-miss self-education process in which there is no 
individual care for the employee to bring out or develop the taleuts 
present in the workers. The modern capitaliatic theory regards the 
employees as mere cogs in the factory and pay no individual attention 
for picking up the able and talented mind for the bettor. The foolish 
capitalistic theory in this connection is that omployces do not require 
individual care because of the capitalistic explanation that “cream 
itself rises to the top", that "water finds its own levol." It is true, 
of course, that cream does riso to the top and water finds out its own 
level but neither oreatn nor water is human. The 6tatemeut or 
explanation or analogy is a careless bunkum invented by the 
capitalistic order of industrial organisation which treats human being 
no thin g more than machine-feeders. Thousands of able men have 

'How to handle your personnel problems to day. p. 17 (Gramol Publications Ltd. 

London). 
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been kept down by careless industrial conditions. The human raw 
material is good but is kept down by blind-alley jobs, insufficient 
attention by the industrial administration and dehumanised dealings. 
This hit-and-miss method in -industries is so unsatisfactory that 
business is becoming vocal about it. While capitalistic methods of 
production, distribution and financing has reached a stage of great 
importance little has been done to develop the skill and talents which 
can show that an employee is treated as a man with an important 
job to do. so that the employee can also adopt the same human 
attitude. The attitude of the industrial administration must be 
entirely sympathetic to this aspect of human relation in industries 
and his sympathy must be exhibited not only in feeling and 
conversation, as is the capitalistic method, but particularly in active 
co-operation. Machines and systems of accounting may bo bought 
or sold to do mechanical work but human beings cannot be dealt with 
or handled by the mere adoptiou of resolutions or issuing of 
commands. Personality, whether he bo capitalistic or socialistic or 

commuuistic must touch personality beneficently. 

Universal development of the individual, of all physical, mental 

and spiritual faculties, of all potentialities, proclivities, abilities and 

gifts of the working people must be the inner laws 

Industries must c f the industries. But such a trend is not possible 
ensure universal , 

under the present industrial set-up where strong 

contrast is made between different kinds of labour 

—physical, mental, etc. Tho trend for the universal development of 

human worker in industry finds its most general expression in the 

process of overcoming this contrast between the different grades 

or classes of workers—wage-earners, clerks, officers and proprietors. 

If such a contrast within the industry is abolished 

Abolition of class the industrial set-up can be raised to a cultural and 
contrasts and _ , , , ...... • • „ r 

distinctions. human standard. The old capitalistic division or 

labour is expressed in the distinction between wage- 

earners, between clerks and officers, between senior officers and 

junior officers, between senior officers and proprietors. It is around 

these manifold contrasts and contradictions, in which are also expressed 

tho antagonism and struggle of classes, that the whole history of 

class society revolves like the earth. The capitalistic industrial 


devolopmont of 
the individual. 
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... — — 

pitch because it is such a class co ^ ^ digtinctioD5 upon 

labour whioh engenders private proper Suc h a division of 

which the dehumanised oapltal labouringfo i k3 butindirectly 

labour enslaves and cripples not on y junior an d senior, the 

the whole intelligentsia. Even ... u ma nifold local 

intelligentsia are indirectly enslaved b> t ^ ^ montal 
limitations and one-sidedness, by t eir o ftnd the fa ,. t 

shortsightedness.....-^heir M activity itself-even 

that thoy are ohained for life to tn a v , JJL Afc & cou [ ere nce 

this specialised aotivity is merely to ° no ° ^ Sulin said that 
of railway workers held on uy ’ ^ Soviet transport 

“there wore no big or small posts and peop ewitchnnui 

eystem. that they were all great, without distinction, from 

to peoples'commissar.”" * . , bv the narrow 

Humanised industrial set-up cannot e^appendage of the 

specialisation which turns the wor kers must be so 

Abolition o, deve.oped that he got. P— ^ a ^ 

."pSsatioo. job, so that he instead ol becomrn, . 

o, *0 machine becomes jD8tend 

organiser, technician and engineer superv are ut jii se d 

o. working with machine, iiko machines U«h. ^ 

not to enslave the workers but to iner necessary working 

worker,, to render works easier, to cut <downjb^^ ^ deve . 

. time and lengthen the leisure or men admitted that 

lopmouts of other traits of life and individuality- I .. ^ 

in industry workers have to be specialists, pro o houU i be 

science or technology but this does J 6i . 0u th0 

made to shut themselves up in bo s0 

contrary industrial administration has got t^^ 

NeceHsity ol changed that a specialist com i o( h j 9 

'Z22SSZ ** study of the particular speciality w th 

principles of humanity, with the study 

of the laws of the development of society. In ot^erjvo-_-— 


1 Eogeli. . 

*M. D. Kamraari-SoclaliBm and Individual. 
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be a socially-minded specialist—a specialist of a new type. Only such 
specialists and industrial organisations can successfully advance science 
and technology, administer production for the human beings, freely 
orient themselves as to the conditions for the development of sooial 
and human production and understand tho needs of human and social 
development. It is a historical task to raise the industrial working 
conditions to such a cultural and human standard ; and the 
accomplishment of this task is one of the most important premises 
for the humanisation of industries. 

It is a characteristic trait of the modern industrial order that the 
lower employees have no direct access to higher authorities and that 

many of the changes in the conditions of industrial 
The humaniaed workings are introduced with the least soliciting and 
JonauUntion and knowing the opinions of the employees and workers 
explanation. who have to work under it. Thi3 gives rise to many 

of the industrial disputes and difficulties. When 
changes iD industrial working conditions, either arising out of parti* 
cular circumstances or due to the installation of a new machine, are 
brought about without knowing or previously discussing and consul¬ 
ting tho human workers directly affected by the change, the indus¬ 
trial administration becomes regardless of human consideration and 
therefore becomes jerky and haphazard and in such conditions trouble 
is bound to come. When even a lifeless motor car or an animal 
horse rebels against sudden and jerky driving man is a man after all. 
Human material is remarkably plastic and it cannot be held for some¬ 
time in one condition and then be forced abruptly into another. 
If it is done, as in modern industrial set-up, it is inhuman and the 
“discipline and order for working are of the thoirs-but-to-do or die’ 
typo and is revolting to the human conscience. It is a human logic 
that the workers are explained the why’s and therefore’s of their 
works and the new change is discussed with them when ocoasion 
arises. Supposing for example that a now high-speed machine of an 
entirely new type is to be installed, the charge hands ought to be called 
into discussion and the problem is put before them and their opera¬ 
tives. The aims of the industrial administration in introducing the 
new machino and what it was proposed to do and why of the intro¬ 
duction are to be explained. The operatives, then, are to be asked to 
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think the matter over and give their suggestion. V. hen they b R 
their suggestion the whole thing i. to be debated and discussed with 
them and then finally the administration should fully espla.n why 
some of their suggestion are accepted and others no.' 1 
ease, so that they could not feal neglected and have them mtnds 
prepared for the work. This would be an act of eo-oper 
consultation with the human hands. What .. more ban thes 
would mean a respect <or the human feehngs .nvolved n the 
industrial works. -This approach and co operation with the fac on 
workers tends to cultivate in them a thinking att.tude >««* 
work. They realise that they have some say in the .bote* of 
the plan, and layout of the factory, the methods of dotng <he work 

and so on.” 1 This would, in the ultimate analysts mean rely.n 
on reason dictated by an approach towards humanity by human be a ^ 
Such a humanisation of industries would ultimate \ e 
careful study of the merits and demcrits.of all the-rndustr.al personnel 
of each one individually, in order to determine in w .at po 
and work the faculties of a worker would most readily eve op 
want of a consumer can be most suitably met so that every » 

industrial production, distribution and consumption v°« • ' 

useful for the humanity, the society. Industries employ works™ 

delivor goods to the consumers ; in other words they =“PP° r 
and nourish consumers and therefore involve the well being -d wd 
fare of human lives. Industry must, therefore, foster the human pcK 
nality, it includes or attests. with great solicitude, like that of a a e 
ner raising flowers in a manner that no human lowers - whether 

they be workers or the consumers — are made to e agnn 

old posts and grow stale” by dehumanised condition of wo k» 

or treatment or dehumanised nature of ft. ^ 

Industries would then be brought to “ Q cm , r agement and assis- 

and would then be a source of max m ^ Uuuja n faculties and 
tanoe to the development of initial v , 6ta „ na tion of every 

would thus be agdnst reaction, inertia *"**^*1°^ routina 

deacription, and against all ad { , ® re " C ° and adulterated goods for 

and random, cruol production of destruct nma nity is a crime ; 

human consumption. Industry without humanity 

industry based on humanity is a shri ne. _ _ _ _ 

* How to handle your personnel problems to-day, p. 19 (G "^publications Ltd. ) 




CHAPTER VI 

INDUSTRIAL CONTROL 


The whole industrial world has reached the Great Divide — 
whether capital should continue commanding and controlling the 
productive processes, as it has been doing ages long, or labour 

should replace capital in this great privilege ; that is the question 

. • 

that has been sharply posed and presented in to-day’s industrial 
history and has denied solution so far. The aouteness of the 
employer-employee and producer-consumer relationships with all 
their attendant evils is being whetted every day and results in the 
serious diminution of national production, wastage, suffering and 
strife—all leading to the shrinkage of social welfare and the loss of 
national income. Socialisation of everything is the general cry of the 
socialists and they demand not only the socialisation of the govern¬ 
ment of the country hut the socialisation of the government of the 
industry as well. But then the question is—can socialist collectivi¬ 
sation bo a remedy or the present capitalist command be continued 
or something other than the two ehould be better applied ? This 
is one of the vexed controversies of tho iudustrial world that surrounds 


the economic thought of the day. 

It has been our past experience that the capitalist method of 
industrial production and organisation has resulted in the productive 

utilisation of the material wealth of the country, it 

c !p°itaHstic^iorm * ncreaBe ^ supply of capital and has stimulated 

of production. tho growth of industries. It is also said that the 

capitalistic system of “Modern industry is in a sense 
tho most catholic of churches, where, provided he observes the 
ordinary decencies of life, each may worship as he pleases without 
fear of proseoution for heresy...”. 1 Suoh an order of industrial 
government, it is said, is existing on natural order where every one 
is left to himself and is free to act according to his own interests ; 
it supposes, therefore, liberty and free will. ‘‘It is the distinctive 
feature and signal merit of that system that under it the multitudi- 


‘Robortson—Control oi Industry. 
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. activities of the world are, so to apeak, democratized. 
ZZTp-ea with ai. the iiberty aod Cast,city and var.ety 

of freedom". 1 capitalistic 

But with ail these to the credit o the ^ , 

industrial system the world has■ W1 “ e ' in the separation 

system of production and distribution has re u ted n 

or cleavago of society into two ^ 6Very day ; 

growing more and more numerous u ^ moro wealthT but 

the other quite diametrically oppose gr ^ ance oeain6t the 

less aDd lees numerous. T . tho one by the workers 

modern method of business and indu.tr «» 

and the other by the consumer . A " '^ „ 00n(ers 

existing industrial order is an evil ^ exploiting the 

on a small number of l>* rMl 68 c onsumers-constituting the 

whole mass of workers thlt tho present industrial 

who e community. Even it aoim b 

order is the result o, natural laws. ^ 

it i. the best for the society. Th‘T, e CODtol at,on to the fly 
natural fact; but this knowledge bnu» industrial produc- 

that is struggling in it". s The present sys e ma de 

tion is full of spider’s web. end this realisation o let 
the whole mass of workers and consumers d.", § o , lh6ir 
growing ’class eooscioueoess’ has awakened P t0 

proper position in the economic structure who ^ ^ 

bring along a strong broom to wipe on aflair 0 | cross-currents 

industrial spiders. The upshot o is f interests between the 

is the resultant increasing violent opposition of interests 

Nationalisation of industries has been advocated 
attempted a. a ^ Louaiieation. It is 

B «™di« appiled Ud "“at by transforming everything now falling 
and advocated. *“ d pri vate enterprise into pubi.o 

services the anti-social webs wiil be_ washed outand Statehenigthe 


’Balter—Alliod Shipping Control. 
’Row-Qldo'e Principles of Political Economy. 
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father of the whole family of society will generally nee its freedom 

„ . reasonably enough and will rarely disappoint the 

Nationalisation. 

ju9t and rightful hopes of its heirs—the different 
classes of society. The prescription is quite plausible and to a great 
extent soothes the patient too ; but on ultimate analysis it has been 
found that nationalisation of industries is a polioy which is expedient 
not for all times and in all industries but at certain times, in certain 
places, and to some extent. Extreme nationalisation is bound to 
destroy two powerful factors in any economic enterprise—personal 
incentive and the hope of personal gain. Any system that seeks 
to abolish them altogether is sure to make us live an anaemic 
economic life. Besides, what the changing conditions of the society 
and its circumstances Deed is not nationalisation in the sense of 
simple state-ownership. Though it is usually said—sometimes even 
in books—that to “Socialise” means und includes simply the placing 
of industries in the hands of the State but the fact exactly is nob 
such as is presented. Socialisation of industries does not simply 
mean state ownership and management but what is more important- 
in it is that every enterprise iB to be conducted solely in the public 
interest and without any thought of profit, at the cost of the workers 
and the consumers, so that a welfare state may grow up during the 
coming years. 

But on a deep probing into the nationalisation medicine as a 
oure for the social ills it appears that the taking over of industries 


by state or collectivisation, as it may be called, does 
The pros and cone , , ,, , , . , , , 

Ot nationalisation not 8olve the problem either of the consumers or 

as a measure of the workers. The directing body in a nationalised 
industrial control. ... 

industry is drawn from or is under constant political 
throat of the legislature and which is so very natural to think 
under the present system of administration where administrative 
machinery is interfered with by non-official political folk in power— 
thus the whole industry will suffer from the lack of proper business 
practice. Even if supposing that the directing body will be composed 
of purely business experts in Government Service, in that oase al 90 
it is bound to suffer from an unwholesome fear of offending certain 
sections of the political party in power. Thirdly, if the management 
of the industry is vested in a Government Department its whole 
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organisation, personnel and procednre, its mechamsm for the control 
oi income and expenditure, appointment and dismissal etc ml 
characterised with the same corruption, red-tapism and theontical 
filing works as in the conduct of governmental adminis ration. 
Besides, in a nationalised public enterprise the risks of loss is 
ultimately borne by the mass of tax-payers of the country while h 

control is vested in the hands of the governmental employees. T 

like the democratically owned and managed Joint-stock company 
is quite reasonable to believe that the danger resnU.ng from ho 
divorce of control from the shouldering of ultimate risks will 1 ad the 
controlling body to be little rigorous in the avoidance of wastes and 
more reluctant to adopt any useful policy which wou d appear to 
be rash in the sense of being a breach with the old traditions Th 
controlling body of a nationalised industry, therefore, will not be a 
body of restless constructive force and will, therefore, follow a timid 
course of action than what is required in the vigorous held o bus,ness 
Over and above, all these, the psychological as well as mora incon 
arising out of a personal touch between those who work and those who 
get work is as much absolutely looking even in state manage, n 
tries as in any othor capitalistic organisation* 
reasonable to expect that the worker of a state-owned industry fee s 
any intense devotion towards the abstract entity of state whom be 
does not know or understand and' whom, under t o I 
ciroumstanoes, ho very rightly supposes to bo profoun y ,Bn 
or callous of the problems affecting his lifo and labour. ore , 
Government management of industries does not only maintain b 
distributive system through a host of middlemenbut .3 «pti to brrug 
about jobbery, corruption and fovountism in the distri u ion 
—particularly in tho days and areas of scarcity. ” 

consumer is, therefore, prone to suspect that the prico o g 

will be unnecessarily loaded with extra-payments to a host o Bupo - 
fluous middlemen and also because of the jobbery and corruption o 
the administrative mechanism and his interost, as such, is in an r ,cr. 
In all circumstances therefore, there is bound to he an impairmen o 
the interests of the workers and tho consumers and the industr 
problem would remain unsolved for all practical purposes, oven under 

collectivisation as under capitalism. 

8 
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As a measure of social reorganisation in industry the early French 
and English socialists laid great stress on productive cooperation 

in industry and during the great social upheaval of 
—another method 1917*20 this scheme of workers control assumed a 
control U6trial very im P° BiD g form of business on industrial organisa¬ 
tion. We have known and read of the various workers 
societies in various forms in various countries. * It is the workers 
qua worker who must rule” the industry is the ory of the socialists in 
the workers' colony and oornor. The idea of such a control is to be 
traced back to the theory of syndicalism aooording to which the 
association of workman in each trade should take over the control 
of the means of productions Their industrial philosophy is that 
there should be factories owned by, managed by and run for the 
benefits of the workers who work in them. It is as a matter of 
fact a caricature of the governmental democracy which is said to 
be a rule of the people, by the people and for the people. This 
system of workers’ oontrol, whether it be called industrial co-opera¬ 
tion or productive co-operation or syndicalism, is a workman s 
socialism and is derivod from Marxism. 

By means of the strike weapon and even of sabotage, if and when 

necessary, advocates of this social democracy, as the Germans used 

to name this system of oontrol, aim to eliminate the employer who 

ultimately finding that business does not hring him anything but 

loss and trouble will abdicate in favour of the workers. ' The game 

will bo won, the class conflict will cease and there will ensue a period 

of production and distribution based on social reorganisation and 

social demooraoy in business aud industry—that is all what the 
socialists say. 

But such a democracy cannot ouro the industrial ills \ fi« tly 
because control solely by the workers will lead ultimately to an 
industrial absolutism and autocracy of the workers and the interests 

The ros and ° f ^ VaSfc number of consumers will be grossly 
cons of a workers' ne sl 0 cted. The omnipotence of labour, according to 
control. the above theory of workers’ oontrol, in the 

productive field has been vigorously asserted by the 
fact that value of anything is the amount of labour extended in it. 
Though the explanation of this theory about the omnipotence oi 

f 
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labour is <fuite plausible and 

rrirc-srs-i -irs 
—r. ,r r “ =r= u -^ 

r,:r.: ri: sr£-*s 

Fallacy of Karl Taloe ohange s rapidly, suddenly and fitfully witbm a 

day or even within minutes. Even if accepts Karl 

oxtonded in it but the . . the position remains, 

the same goods in tne prest . nr nf xu T \ Mars 

nonetheless, unexplained. This average soe, a ur f K 
changes but slowly with the progress of industry »d ^ 

therefore, explain the revolutionary changes in vain ■1 ^ ^ 
of demand and supply revolving round the man ^ ^ 
changing desire we find the curious P hlv6 had 

from and disappears in complete darkness * „ o( 

value in the past have it no longer even ,f tb. Som . 

Kar, Marx is expended in their reprodnet, m 1 ^ 

Control or industrial co-operation, as it u » incomple te 

termed, is, therefore, <^d » incorrect 

£££?>. ^“and any other Cass nothing. What about the 

ioduari C8 . ooosumers? The consumers welfare, 

interest are no less at stake in industry than those 

can even be said to the extent, and without any fear of eontradiotm , 
that consumers’ stake in industry is oven grea u { . 

worker,. Who remembers now that the last words °j “ t0 
death-bed was the great truth about consumer • 
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—from where they are employed now to any other branch of produc¬ 
tion they please. This is how the consumers ultimately command the 

factors of production. Consumer is the king in the 
Consumer is the , , ... , ,, , _ , 

king. economio realm both for the producers and the 

workers ; and they can have their respective profits 
and wages regulated and increasing only if the consumers are best 
served. Alas 1 that this pleasant picture is not borne out by facts. No 
doubt satisfying the consumers—the customers—is the surest way 
for produces and workers of increasing their numbers and, therefore, 
their corresponding profit and wages respectively. But the indege- 
nious genius of the producers have led them to believe that they can 
manage to inorease their profits more by raising prices and selling 
adulterated goods instead of by bothering about satisfying the 
consumers and increasing their numbers ; whereas, the workers have 
found it out better to raise the slogan ‘industry for the workers' than 
to care about the service of any body else. It is notorious that in 
recent years and in every country the raising of prices and the adul¬ 
teration of goods by producers and a movement by the workers for the 

workers’ control of industry have assumed disquieting 
proportions. Flooding, more light towards the 
workers’ realisation of consumers’ interest in industry 
we find that throughout the industrial history and 
labour movement the workers have expended all their time in think¬ 
ing about minimum wages, workers’ welfare sohemes, social security, 
labour legislations, minimum hours of work, profit-sharing, oontrol 
or joint-control of industry with producers, bonus and benefits of a 
thousand and one kind. Have they even paid any attention to the 
consumers’ grievances against the industrial system ? Have the 
workers ever gone on strike because the consumers are not able to buy 
what they want to buy under the present methods of production ? 
Have the workers ever launohed a struggle in sympathy with the 
consumers’ protest that the supply of goods, which they buy, is 
curtailed and their prices raised artificially ? The workers have 
nothing all these to their credit. The history of workers’ movement 
all over the globe is simply replete with instances of struggle for their 
own interest, betterment, strength and even fanoies. They 
have callously ignored the likes and dislikes of the consumers* 


Negligonco of 
worker’s movo- 
mout towards 
consumers. 
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class and there are cases when they have launched their struggle 
not only at the cost of the producers but at a far greater 
cost of the consumers. Despite extenuating and sentimental 
slogans their (workers') tactics are ambitious for their own selves and 
for no other, at least in their minds. The whole history of their 

movement is unattached with consumers’ interests and 
unattached with their unrelated behaviour with consumers can hardly 
consumers. conceivably be explained in terms of the general 

welfare of the masses. The consumers’ world becoming aware of the 
protean manoeuvres of workers’ movement distrusts their exp auc¬ 
tions so facile. For the consumers, therefore, the workers are suspects 
and consumers’ interest cannot be safe in any system of industrial or 

business management in which labour is on the saddle. 

No doubt the consumers have some safeguards in professional spirit 

and commercial honour ; but those are based more 

consumers’ unmoral principles than on economic grounds ^ 

interests in ftnd who ( ] oe8 no t know that morality during 

in0a “ ,ii ’ 8 ' the present days is only considered to he too costly 

a luxury to be followed. The strength and po-ition of the consu “' r3 
have, thus, remained uptill now a purely theoret.eal one and they 
have simply been made to play tho idle part of a sluggard and a mere 
client. But consumers have now come to understand the cunning 
tactics ol the workers, producers as well as the state and they are no 
longer willing to play the part ol a sluggard or a client in 

ting traditional sense of the terms. In the general of he 

society at large-which largely consists of the consumers >s » » 
necessary now to put up an energetic and strong e on 
consumers' interests in business and industry-whieh is closely 
bound up with tho gradual growth of a welfare state. 

The case for a consumers’ control of industry 1118 1 

established than tho claim of the workers for sue i a 

SSSSS. control. Though tho consumer is tho king an the 

kln «* direction of industries by tho consumers would be 

host, both for the society as wei. as the individual workers and the 

capitalists, yet the consumers would not want to « 

rule regardless of others. Nationalisation wipes out pr vale mitiativ 

and incentive,--which has rendered great service to tho community 
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in the past howsoever parasitical they may be now. workers’ control 
disregards all and wants to-establish an autocracy of the workers, 
while a full and free play of the private enterprisers have cost labour 
and consumers greatly. The consumer representing the sooiety and 
being the democratic king realises that his kingship involves great 
responsibilities to the society and, therefore, he is prone to give just 
treatment and importance to all sections of the Booiety—labour, 
capital, organisation, enterprise and even to the highest development 
of society—the state. In an industry or business all the different 
sections of the sooiety have their due interest and the industrial 
world cannot be at peace if undue importance is likely to be attached 
to any of them negleoting the rest. The industrial oarpet oan 
only gain in beauty and strength if the different strands 
are closely co-ordinated in a manner that gives colour to all the 
different fabrics. In the wide industrial system, therefore. 

there should be a frank and open recognition of the 

difterontlToial basio fact that sooiety, whioh has the greatest 

and ecouomio interest in induetry, consists of different economic 

groups. an( j social groups—Labour, Capital, consumers, 

organisers and even the state. And so long as this condition of 
society lasts in a country, every government or control of industry 
must express the relative importance and interests of these different 
groups ; only then the control of industry can be oalled truly demo¬ 
cratic. As a matter of fact industry can give maximum advantage 
to the people only if management, whioh is the hub of industry, is 
demooratio. In the welter, cry, confusion and chaos of industrial 
disputes the greatest problem facing all industrial countries is to 
secure a rapid improvement in the whole art and technique of indus¬ 
trial management ; in other words, to aobieve better government of 
the great world of industry. Only a democratic oontrol of industry 
can open the door to eoonomic and sooial justioe for all olasses of 
community—the prerequisite of a healthier and more stablo industrial 
order. The principles of Political Democracy which have withstood 
all tests have got to be translated now to the eoonomic and industrial 
sphere. This is oommon task faoing all countries and its complete 
fulfilment would bo the biggest single step that can be taken along the 
path leading to a peaceful and happy industrial world and order. 
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The Government ot industry cannot be “' e ' “f, 

surviving if either lahour or capital or consumer ^or the ^ ^ 
wants to have the whole controlling ’ , he imp ortance 

Complete nationalisation of industries ove - different groups 

»« state and under— t e Slgn.d ance ^ pu9he3 

of tho society. Likewise t factors. Both nationa- 

labour at the top and neglects t e rem t m 9U ff er from 

lisation or workers’ control as a cure to the indust ^ ^ ^ ^ 

the defect that they are measure o c industrial world, 

compulsion for regulating the code^ an^conauct ^ ^ purpose 

And there is, thus, a dictators o . industrial peace, 

and such a management, for the indu5tri al world 

therefore, oannot ultimately succee . ^ contro l 0 f industry should 

it is very necessary that the.manage ^ compulsio „ but by the 

be characterised not by £ mingn , 88 on the part of others to 

engendering of an inner g . QWn importance and it is 

doit”. 1 Every element in nidus ry . , t ho highest 

vw y difficult to underestimate *«£•<£' -ap ^ or 

Industrial system 8y8te n. is not so much a system of causal,on 

not SO much a business sye economic determination. 

system ot as a system of . within itself the 

causation as a Q . the industrial system has 

Bystem ot , Since the w capital, labour, con- 

, , various organs and interests oapi ^ l J0 

determination. ctato—the position of ono 

Burners and the state > . by throe 

• l in nftrt bv tho behaviour shown )y 
very much determined P hQ industr ial system ns a 

others and by cortain things e on„ * on smoothly 

whom. In order that the industrial ay torn should ca ^ thcao 

for the larger interests of the some y toeotbol . on a definite 

four important elements of Indus ry 8 from such a post¬ 
position of equilibrium ; and the control r u -o anJ 

tion of equilibrium would “ ^trican philosopher. Late 

willingness whioh, according to tho g o principle 

Mary Follett. is very necessary for a democratic process 

of management. r 0 f co-operation ; and a co- 

Man possesses the heaven-g veo powo IIiag „ificicnt 

operative spirit is thojynammjoreejl.^ canJ-- 
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results. Industry which involves and embodies the interests of 
different groups of society must at all times be inspired, motivated 
guided and controlled by the consideration of the intrinsic worth of 
all such group personalities. Whatever may be the technical and 
economic advantages of any system of management but unless snob 
a management is vitalised by the co-operative touch of the different 
groups involved the syetem cannot be acoepted to be satisfactory. 
A system of industrial management whioh does not truly reflect the 
co-operative spirit of the group personalities of the society is not the 
executive expression of the community and, therefore, cannot produce 
optimum results. The future of our industrial world does not so 
much depend on the scientific inventions and improvements and the 

wonderful mechanism flowing from it as on a fuller growth of the 

• 

co-operative spirit—the spiritual flame of social conscience. Applying 
these basic principles to the subject of industrial control it should 
be asserted that the controlling power of an industry, therefore, 

should be vested in a Co-operative Board or Chamber 
consisting of the representatives of the associations 
of workers, associations of the capital, associations 
of consumers of the commodity and a bonafide re¬ 
presentative of the state. A system of industrial 
management controlled and guided by all the different 
group personalities, whoso interests are involved in 
the industry, would be a happy and surest cure for the industrial 
malady that is prevailing to-day all over the world. Labour and capital 
have already advanced in a system of their organisation and they-have 
an elaborate system of associations. But the association of labour 
needs some purification for its successful working in such a co¬ 
operative Industrial Board of control. Under the present system of 
workers' organisation leadership is in the hands of those who do not 
belong to the working olass and, therefore, they (be it I. N. T. U. 0. or 
I. T. U. C. ) import into the workers’ association the objective of the 
social, economic or political philosophy they profess. The objective of 
the workers’ union should be more internal than external. In order 
that the workers’ organisation should work on the principle of mutual 
determination it is necessary that they should be domooratio in spirit, 
organisation and education working under the leadership of their own 


control by a Co¬ 
operative Board 
or chumbor 
consisting of 
labour, capital, 
oonsuincr and 
the state. • 
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oIa3 ,_of a person who is himself working along with others 
Coming to consumers' association, for the sake of representation^ 
the Board for Industrial control, it may be sard that P«opto ^ & 

with sceptioism and doubts about the feasibility o “ 

consumers' association at all. Though it is true that “P .o 
does not create among the consumers the same community ^ of 
interests, the same constructive concentration of effor 
exercise of professional functions ; but recon j c 

has also awakened them and history furnishes various insta ^ ^ 

consumers' ^"/.TlsSon. formed to combat high 

r —' — organised - tbe^agai.t 

protection like the Anti-corn League, eve " lM interest9 ot the 
adulteration of goods, and also to loo a , , e 

consumers in public services iike the i 

formed at one time. Those who doubt about the strength r 

consumers organisation should know M oMate years ^ ^ 

have even resorted to the strike weapon n baD ds as in that 

of boycott; and this has proved as effective m tbeir ha ds a 

of the working class. The strike of Companies 

in U. S. A., the strike of gas consumers aga . in 

in France and the strike of beer-drinkers aga,ns t " 
Germany are there in history to illustrate the capacity ado 
ness of the consumers to organise and protect their « J ' 
is thus no difficulty about the formation of 
for the purpose of being on the Board of control for 

Board for Industrial control it is advocated locil 

of Labour, oapital and consumers shou • :.i aDf j 

associations, regional associates, P-v-c ml and 
A practical , h central associations of all those gr P 

interests. The whole system would bo built up from 

local and rcgiona. upwards by means of indirect 

the local associations would elect regional association, be la t r 

provincial which in its turn would send „p rcpresentativos to the 

oentral association, the numbor of reposentativo o o 

suoh organisations, depending upon the number of members 


122 


RECENT INDUSTRIAL PROBLEMS 


the associations. These various elected associations of labour, 
capital and consumers would in their turn elect their respective 
representatives to the chamber or Board whioh would ultimately 
direct and control the industry in eaoh locality. This Board or 
ohamber for the control of industry would have the strength of five 
consisting of one elected representative each . of the eleoted 
associations of labour and capital, two eleoted representatives of the 
elected association of consumers in that locality and a representative 
of the Government. The representative of the government in eaoh 
case must necessarily be a business expert of the government and so 
should also bo the representative of the workers and the consumer. 
The representatives of the workers and consumers cannot, of course, 
necessarily be experts in business praotice but effort should be made 
to elect suoh persons as have some knowledge of the industrial 
system and business technique so that the Board may work efficiently. 
Besides, these looal or regional boards the elected representatives 
of the oentral associations of the various organs of labour, capital 
and consumers will compose a Central Board of Control having on 
it also a representative of the central Government. As in oase of 
other regional Boards this Oentral Board would also consist of one 
representative eaoh from the central associations of Labour and 
Capital, two from the central consumers’ association and a representa¬ 
tive of the central government—having therefore the same total 
strength of five. This Central Board of Control will be ohief 
executive organ, for the control of industry in a oountry, at the apex 
of the various Boards of Control in the various regions and localities. 
This Central Board would be responsible for formulating all national 
industrial polioy as a whole and would make recommendations to 
the Government about the enaotment or repeal of the various 
necessary industrial, labour and oommeroial legislations required 
from time to time and would also detormine the minimum wages 
in each industry, rates of interest on oapital supplied to industry, 
rates of dividend on the shares subscribed, ceiling and minimum 
prices of goods produced, thier quality, standard and kind, faotory and 
working conditions, working hours, labour welfare facilities in eaoh 
industry and over and above would deoide matters relating to 
investments and also any dispute referrod to it by the Boards below it» 



INDUSTRIAL CONTROL 


123 


The various Boards of Control including the central would be the 
custodians of the ~io 

Responsibilities a8 they^re affected by industrial activi 'es a , 
of the various , various Boards of control would D 

Boards “^th great responsibilities of various kind. 

These responsibilities of the Boards can be divided into four■ c ear cu 
divisions and in all their actions the Boards would be .uided 

them. These four-fold responsibilities of the onre > ' 

(1) Safeguarding the Mr interest :-They have to ■ • that o ^ 

member of the public is cheated due to °* ir J a {0 , l0 j ut out 

oapital at tho timo the shares aro issue 

to the public of any-such fact happening a ^"°^ ovcr 
establishment of bubble undertakings trappin D ibility 0 f tho 

B..,.. ...... «. 

adulterated, immoral and economically harmony 

goods. They will also regu.ate the aud supp ,y 

with the demand and would, there or , t jn prices at a 

at the point of equilibrium and would ““ pro duction and 

reasonable level. The Boards at all times wo Id I I « 
distribution of goods aod commodities needed by the eomm^ 

such a way that tho highest quality o p 6trivo at all times 

is combined with tho lowest price and woji^a^ ^ thre0 money 
to maintain a proper aod just balaucc o maximum 

factors, wage-level, price-level and dividend level fi 

serviceHo tho whole community. , -—The Boards of 

(2) Snf^in, ike in Ure„s o, tU.crUr, ^ ^ 

Control would guarantee all neces ar> . - g 0 { profit and 

and living, adequate wages and bonus on ^ It wou ld be 

dividend earned, welfare facilities an res loymcn t for all 

the duty of the Boards to strive to maintain (nil .»! 

those able to work aod wages common,^ £ „ hoto 
prodnotivity. This will mean simplifying an he rino i p |ea 

present wage structure to make it conform » 
o, troth, justice and fairness. So far as be wo kor a^ 
it will be another duty and responsibility of 
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•fche work medium so that each individual worker in the industry 
may have a fuller opportunity to express his power of servioe in 
useful and satisfactory works. Besides, the Boards would aim at 
putting a stop to all such productions as are expected to impose un¬ 
necessary burdens upon labour e g. urgent and larger orders necessia- 
ting night works, or production or distribution of goods and their 
deliveries on Sunday and holidays, or asking labour to handle physi¬ 
cally heavy loads, oto. etc. 

(3) Safeguarding the investors :—It will be a responsibility of 
the Boards as a whole to ensure that the various share*holders and 

debenture-holders are safe and get a reasonable return on what 

• 

they have invested or credited. In this connection the Boards 
would decide and declare the maximum rate from dividend and 
interest beyond which the investors will not be entitled to irres¬ 
pective of the amount of profit in the industry. 

(4) Safeguarding the state The objeot of the Boards in this 
connection would be to be ever watchful least any political oppor¬ 
tunist may not attempt to disrupt. the Government- of the country 
by misleading the industrial elements. The other aim in this 
direction would be at preventing foreign capitalists from getting a firm 
hand in the national economy of the country and thereby laying 
big hands on national inoomes. It will also be a responsibility of 
the Boards to 6peed up production in times of national emergency or 
calamity facing the country and the state. 

It will bo tbe duty of every member of the Boards to see that 
the Boards as a whole are guided at all pointB of works by these 
four-fold responsibilities which are more or less of the nature of 
basic principles for their conduct and control of the industries. 
Suoh a working of the Boards of oontrol on these four-fold principle 
of duties and responsibilities would ultimately result in elevating 
the standard of living of the mass of the people by providing better 
goods, better and more stable employment, and better conditions of 
prices and profits whioh will, as a whole, inorease the productive 
efficiency again. What is more in it is that such a system of 
control and regulation will not only lead to an improved standard 
of material well-being—which is not enough—but will be accom¬ 
panied by spiritual progress amongst all the different sections of the 
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Prinoiple of 
mutual 

determination— 
Basis of the 
Gchemo. 


sooiety of our economy—labour, capital and the consumer—leading 
in its turn to a better and happier human understanding reflected 
in a finer spirit of co-operation and neighbourliness. It i» hoped 
that the industrial system working on such a line would be able to 

provide and cater optimum public service. 

The whole scheme is based cn the principle of mutual determina¬ 
tion for the general equilibrium of interests and the theory of Solula- 

rism of the French Economists which found great 
administration from Vinot, the protestnnt theologian 
of Lausanne. There might be misgivings about the 
logic of mutual determination, which says that the 
position of one factor is largely determined by the 
position of other faotors, and some may doubt as to how the vaiious 
organs of industry can como to an equilibrium point of thiir diffeu. 
interests by means of mutual determination. But ns a matte 
fact the solution is clear ; for given the circumstances belonging to a 
particular industrial system as a whole and the schedules an 
functions which show how tho position of each oigan of th< in > 
is related to the position of tho other three, wo can tmd out 
equilibrium or proper position of all tho four labour, caj 
consumer and the state. An interesting analogy in this respect may 
bo drawn from the mechanical illustration of four balls in a bowl. 
The equilibrium or proper position of anyone ball depends first on 
the shape of tho bowl and its own shape and size and second y, on 
tho shape and size of tho other throe balls in the bow . 1,3 

mechanical analogy is not enough to support the harmony 01 q 
brium position of each organ of tho industry there is tho natural 

law of eolidarism or mutual interdependence of man- 
kind to support tho rough outline of the system of 
industrial control. Solidarism or mutual determina- 
tion and interdependence of the mankind has eo cleaily 
demonstrated by tho economic facts of division of labour and o 
exohango. Though for the success of tho wholo theory o so 1 
it is necessary that solidarism should becomo a rule of co 
every society—a moral duty for every class, a lega o iga ion 
having a legal sanction. This is because tho work of one roa 
good or for evil upon others and of others upon him. o mu ua 
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risk and responsibility, therefore, are enormous and as such the 
industrial house, which has so long remained a house of mutual 
strife, should be transformed into a mutual aid industrial co-opera- 
tism based on the honest recognition by all of eaoh other’s position 
and privilege. In this system of industrial oo-operatism, as it may 
be called, every organ of the industry—labour, capital, consumers 
and state-will have to assume his share of other organ's burdens 
and also to take his share of other organ’s profit. This system of 
industrial co-operatism certainly differs from socialism in maintaining 
the existing order of economic sooiety—private institutions, private 
initiative and enterprise, interest and profit and their accompanying 
effects of inequality—but at the same time it minimises these inequa- 


Minimises tho 
inequality. 


Iitie8 by putting a check dividend and interest be¬ 
yond a certain reasonable point and by building toge 
ther the strength and weakness of the different strands 


of society. Such a systom of industrial control also recognises the 
superiority of state in a national set-up and allows for state inter¬ 
vention with labour legislations, dividend and interest control laws, 
sanitary laws and laws concerning adulteration to prevent the 


degradation and exploitation of the masses. 

The great merit of the system of control is in its giving a frank 

recognition to the fact that society consists of different classes and 

then brings them together with a harmonious blend- 
Meritoftho . . - tbo economic beauty of society and 

system. b 

mako its moral fibre stronger. 

Though this system of industrial co-operatism does not abolish 
private ownership but it certainly makes it sober, sensible and for 
all. It is admitted that it does not abolish property or capital but 
certainly aims at depriving it of its dictatorship in industry. It is 
not only socialistic but revolutionary too in the sense that this 
system makes oapital a wage-earner, aims at economio emancipation 
of all classes of persons and their liberation from being exploited 
and theroby transforms the whole industrial picture. Like the 
socialists in general it does not look at industry from the point of 
viow of tho capital and, therefore, agrees with socialists but at the 
samo time it differs from them in not looking at industry wholly 
from the point of view of the workers only and oomes very near 
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to the great and universal law of moral and social justice in industry 
based on the motto of Honest Trade and aiming thereby to inau¬ 
gurate the reign of mutual co-operation, truth, honesty and standard 
in industrial relations. It thus enriches and reorientates the whole 
conception of industrial civilisation which has so long been prone 
to overvalue and overemphasise only one element of the economic 
society—either labour or oapital-and suppreses the appreciation 
of the intangible—the standard, values and a co-operative mutual 
relationship, all of which is first in life. This system of industrial 
oo-operatism, therefore, emphasises that the quality of a civilisation 
does not depend only on its soience. economics and sociology, but 
even more on its standard, values, ideal, its sense of what i6 ret 

rate in life.”. 1 Industrial co-operatism embodies a mora 

revolution along with that of the i ndustrial. ___. 

1 Sir Richard Livingstone. 




